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Getting Down to Basic Principles 
On Conversion Burners 


The user of a gas conversion burner is interested principally in two 
things: performance, as seen in terms of heating adequacy and trou- 
ble-free operation—and economy, represented in the initial price of 
the equipment and its fuel efficiency. Based on this logical reasoning, 
a nation-wide preference for Barber Automatic Burners is easily 
understood. ‘ 


To obtain the maximum delivered heat from the present warm air, 

am, or hot water equipment, Barber units, round or square, are adjustable 

s to size, and tailor-made so that they correctly fit the existing furnace or 

boiler. Also, all Barber Burners produce the highest possible flame tempera- 

re (1900°) operating on natural atmospheric pressure, and concentrate a di- 

ted “scrubbing” flame application on the walls of the firebox, without diver- 
to intermediate refractory elements. 


a third of a century— 

in hundreds of thousands of 
omes and industries—Bar- 
ber Burners have well 
oved their claim to su- 
iority, and this for the 


oncrete reasons stated 
bove. No. 324-B Barber Burner 


@ We are gas burner specialists, 
and offer = our engineering and 
plant facilities for the develop- 
ment and manufacture of burner 


units for © specific purposes. 
Write for Eotalos itlustrating and 
listing many types of Burners 
for Appliances, Gas Conversion 
Burners for Furnaces and Boilers, 
Regulators, etc. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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* Woun saver PIPE 


THE RIDGE TOOL COMPANY ~ ELYRIA, OHIO, U.S. A. 


IR stands up hand- 
ily on its own feet. 


¢ Here’s a postwar threader 
that gives you new ease 
and speed in cutting clean 
threads on 1”, 144”, 1%” and 
2” pipe. Workholder sets to 
size quickly: put on pipe, 
tighten 1 screw, no bushings. 
Full-floating posts only tap- 
er threads: positive wobble- 
proof threading action, han- 
dle to head to chasers. Alloy 
or high-speed steel dies, rug- 
ged_ steel - and - malleable 
construction for long serv- 
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price, at your Supply House. 
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op our issue of July 18, 1946, we were 
privileged to publish a contribution 
from -the distinguished governor of New 
Jersey, the Honorable Walter E. Edge, 
describing recent legislation in that state 
affecting strikes and threats of strikes in 
public utility industries. In this issue we 
are privileged to present another article 
by another distinguished state governor, 
the HonoraBLceE WILLIAM M. Tuck of 
Virginia, who goes into the policy of his 
state administration regarding threat- 
ened public utility strikes. 


WE bracket the names of these two 
governors because both have dealt in a 
very courageous and intelligent manner 
with the same vitally important subject. 
Yet the two governors have taken differ- 
ent avenues of approach. We hasten to 
add that there is no discernible conflict in 
the ideas of GovERNoR TUCK as com- 
pared with Governor Edge in dealing 
with threatened public utility strikes. 
The differences which have occurred are 
more or less the result of differences in 
the respective situations which these two 
state executives had to handle. 


In New Jersey Governor Edge found 
that the existing state law at the time of 
threatened public utility strikes did not 
afford sufficient protection to the citizens 
of that state against the dangers and 
burdens necessarily incident to a public 
utility strike, and so he called upon his 
legislature for a new law and succeeded 
in obtaining it. This law, as Governor 
Edge described in our July 18th issue, 
sets up mediation procedure designed to 
avert public utility strikes and provides 
for state operation of such companies 
when strikes are threatened. After such 
seizure by the state, it is assumed workers 
will return. 
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HON. WILLIAM M. TUCK 


I N Virginia, on the other hand, Gover- 
Nor Tuck was faced with a sothe- 
what different situation. A _ statewide 
electric utility strike threatened so sud- 
denly to overwhelm the great common- 
wealth of Virginia that he had to act 
swiftly and with great resourcefulness. 
Fortunately, the governor found that the 
militia law already on Virginia’s statute 
books afforded the state executive broad 
powers to mobilize citizens during any 
emergency where necessary to avert in- 
jury to the public security. 


UTILIZING these broad powers, Gov- 
ERNOR TUCK succeeded in averting the 
strike, although there may be some re- 
maining difference of opinion as to such 
legal interpretation of Virginia’s militia 
law. In one, and the most important, re- 
spect, the formula of Governor Edge 
closely resembled the formula of GoveR- 
nor Tuck. That is to say, they both 
worked successfully. 
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RepuUceED to simple terms, the Edge 
formula says, in effect, to utility workers 
who threaten to strike : “If you don’t stay 
on the job, the state will take over these 
properties and operate them.” The Tuck 
formula says, in effect : “If you don’t stay 
on the job you will be drafted into the 
militia, and be subject to military law if 
you disobey military orders.” 


It would thus seem that the Virginia 
solution goes a little further than the 
New Jersey plan, although the latter has 
worked successfully in its first major 
test. The New Jersey plan leaves unset- 
tled the question of what the governor 
would do if workers refused to report on 
their jobs after the state had seized a 
utility company. The Virginia plan does 
not seem to leave much doubt on that 
point. 


It is noteworthy also that GovERNOR 
Tuck, after the Virginia strike emer- 
gency had passed, asked his state legisla- 
tive council to make a study of possible 
legislation for settlement of labor dis- 
putes affecting essential public utilities. 
States generally seem to be taking a more 
vigorous role in handling these serious 
labor disputes. Possibility of legislation 
affecting public utility strikes has been 
suggested in Ohio and Michigan. New 
York state’s mediation board, already 
widely cited as an outstanding example 
of a successful state agency, is further 
strengthened by bills enacted this year. 
Connecticut’s state board of mediation 
was urged by Governor Baldwin to take 
a more active réle im strike cases. Wis- 
consin’s state employment relations board 
has announced plans to step up its con- 
ciliation and mediation work. 


x* * * * 


fi Heme whole picture is especially in- 
teresting in the light of the domi- 


nating role which the Federal govern- 
ment has seen fit to play in labor rela- 
tions during the past decade. When the 
Federal government first entered this 
field, its activities, supported by court de- 
cisions, had the tendency to overshadow 
if not paralyze state action. Now the 
states seem to feel that they must take 
steps to protect local interests. There 
would seem to be more than a mild in- 
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ference here. that perhaps the Federal 
government has muffed the ball—or, at 
any rate, that the states are not entirely 
confident that the Federal government is 
doing all that could be done in the way 
of effective labor regulation. 

* * * * 


G OVERNOR TUCK’s career shows a 

steady rise from the time when he 
graduated from Washington and Lee 
University (LLB, ’21) and was admitted 
to the bar during the same year. Starting 
out to practice in his home town of South 
Boston, Virginia, this young lawyer was 
elected to the Virginia House of Dele- 
gates in 1923, where he served until he 
was elected to the Virginia state senate 
in 1931. After ten years as a senator, he 
was elected lieutenant governor in 194] 
and assumed office as governor of Vir- 
ginia in 1946. GoveRNoR TUCK was born 
in Halifax county in 1896, and served in 
World War I with the U. S. Marines. 


* * * * 


Meee E, BENTON, whose article on 
“Control of Accounting As a Means 
of Regulation” begins on page 277 of this 
issue, is presently assistant comptroller 
of the Philadelphia Transportation Com- 
pany, and was educated at Lowell, Massa- 
chusetts and Dartmouth College. Mr. 
BENTON received his Pennsylvania certi- 
fied public accountant’s degree in 1930. 
He took his present post in April, 1944, 
after spending five years as principal ac- 
counting examiner for the Pennsylvania 
Public Utility Commission. He is forty- 
six years old and a member of the Penn- 
sylvania and American Institute of Ac-_ 
countants and the Comptrollers Institute. 


x* * * * 


1 a C. Powers, whose article entitled 
“For Better Street Lighting” be- 
gins on page 286, is the director of the 
office of informational services of The 
Street and Traffic Safety Lighting Bu- 
reau, with headquarters in Cleveland, 
Ohio. 


THE next number of this magazine will 
be out September 12th. 


& a 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





“We preach democracy abroad and practice statism 
at home.” 


e ‘ 
“Invective is, as is well known, the last and cheapest 


resort of a man who has no stable argument to back 
a desperate position.” 


* 


“American enterprise can only win and maintain social 
leadership and good will by demonstrating its good citizen- 
ship and statesmanship.” 


* 


“There is another war in which no peace was signed 
on VE- and VJ-days. It is the war against our internal 
foes—the enemies boring from within.” 


> 


“There isn’t anyone or any group big enough to do a 
single solitary damn thing to the CIO. We are more 
influential and powerful than at any time in our history.” 


* 


“... the cost of steam power is certain to increase during 
the postwar period, which will further work toward 
the advantage of low-cost hydroelectric power.” 


* 


“Monopoly must not be permitted in this country in the 
ranks of ownership, labor, agriculture, religion, or any 
other phase of our life, if we are to survive as a free 
people.” 

a 


“Unless the voter feels that he understands his govern- 
ment, he cannot have a sense of ownership in it. Unless 
he has a sense of ownership in it, he cannot control it. 
Unless he can control it, there is no democracy.” 


* 


“It is obvious that to balance the budget with a surplus 
means, on the one hand, that taxes must be maintained or 
raised and, on the other hand, that expenditures must be 
reduced. If we do cut taxes further, it will merely mean 
that there will be more purchasing power bidding for 
scarce goods.” 


12 
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Manufacturers. 


Eprtor1aAL STATEMENT 
The New York Times. 


WitiiaM F, RockweELi 
President, Rockwell Manufacturing 
Company. 


JosePH STALIN 
In his book, “Problems of 
Leninism.” 


FERDINAND EBERSTADT 
Investment banker. 


EpiroriAL STATEMENT 
The Washington Post. 


JoserH F, GuFFEY 
U. S. Senator from Pennsylvania 


Potter N> EMERson 
President, Kiwanis International. 


“The country will find, as it often has in the past, that 
the great strength of the nation lies in the voluntary codp- | 
eration of free citizens rather than in the European sys- 
tem of bureaucratic control as exemplified by OPA.” 


> 


“Government exists primarily not to protect itself, but 
to protect the general welfare. It ought to be just as il- 
legal to throw a brick through the window of a privately 
owned factory as through that of a government building” 


> 


“There is no more patriotic action possible in peacetime, 
or in wartime, than to produce more than we consume. It 
will pay off our debts and raise the standard of living, so - 
that the luxuries of today will be available to everyone of ~ 
us and to our children.” 


* 


“To a reformist, reforms are everything . . . to a revolu- 
tionist, on the contrary ... reforms serve as instruments 
that disintegrate the régime . . . as strongholds for the 
further development of the revolutionary movement.” 


* 


“The great challenge of our time is to make our dis- 
coveries and accomplishments in the field of human rela- 
tions match our feats of science and industry—to split the 
atom of peace that dwells in the hearts of all good people 
everywhere.” 


* 


“Labor leaders and managerial heads . . . who refuse 
to acknowledge a responsibility to society as well as to 
the workers or the stockholders whom they represent are 
unwittingly the deadliest enemies of free enterprise in the 
United States today.” 


* 


“IT want to say that, in my judgment, the government 
will have to take over the telegraph company’s business 
before the company becomes insolvent or we will not get 
good service. I do not like to say such a thing, but that 
is what is going to happen.” 


* 


“Socialism and,Communism have no place in our de- 
mocracy. Liberty is on the bargain tables all over America 
today at a discount and exchange prices. We are trading 
it away for all kinds of social experiments, fathered by 
those who would change our form of government. We 
are having foisted upon us state Socialism that has no 
place in our democracy. If we are to preserve individual 
initiative and private, competitive enterprise, we must 
awake to all the efforts being organized in this country to 
destroy them.” 
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Make use of Grinnell’s engineering, metal- 
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Two C-E Steam Generating Units, designed for a 
pressure of 950 psi, a total steam temperature of 910 
F and a maximum continuous capacity of 285,000 
Ib of steam per hr were purchased in 1945 by the 
Central Illinois Public Service Co. for its Meredosia, 
Illinois Station. 
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the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 


$25 Quarterly twice each month. 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings - of 
the Federt!l Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 


$36 Annvally 








Act, with the Commission's rules 
and regulations, full index and 
periodical upkeep supplements. 


FEDERAL UTILITY REGULATION ANNOTATED 
B VOL. 1 (SEC) 
A complete annotation of the 
Public Utility Holding Company 


VOL. 2 (FPC) 


A complete annotation of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 


& 


NS 


Price:! $12 








 P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 


Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way foro 
busy man to keep informed on current 
utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, 1x¢. 


MUNSEY BUILDING 





” PUBLISHERS 


WASHINGTON 4, D. C. 
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Advantages of Kinnear 
Steel Rolling Doors 


Rugged all-steel construction. 
Coiling upward action. 


Effective counterbalance. 
Every doorway gives you an ‘‘opening’’ for more efficient ~ . 
traffic and materials-handling, shipping or warehousing. Flexible interlocking steel-slat 
Just install sturdy, dependable KINNEAR Steel Rolling construction. 
Doors. They feature an all-metal door curtain of rugged, : 
flexible, interlocking slats. The curtain coils compactly Motor oe deci Fag remete 
overhead, clearing the opening completely, saving wall and control if desired. 
floor space, and remaining out of reach of damage when = /ydividually engineered for 
open. For additional advantages of quick, labor-saving, each opening. 
push button control, KINNEAR Motor Operators may be 
added. Many others. 


THE KINNEAR MANUFACTURING COMPANY 
2060-80 Fields Avenue Offices and Agents 1742 Yosemite Avenue 
Columbus 16, Ohio in All Principal Cities San Francisco 24, Calif. 


INNEAR 


ROLLING DOORS 
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MERCOID CONTROLS 


TEMPERATURE % PRESSURE *% LIQUID LEVEL ¥ ETc. 


Mercury switches are used exclusively in all Mercoid 
Controls. % They insure more dependable control 
performance, and longer control life. 4 Write for 
Catalog N2 GOOA, for complete information 


THE MERCOID CORPORATION * 4201 BELMONT AVE., CHICAGO. 4], ILL 
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ON THE JOB QUICK 


INTERNATIONAL TRUCKS get on the job 
quick when public utility repairs and re- 


placements are to be made. And an Inter-- 


national of the right size and carrying 
capacity is available for every utility job. 
Here’s why: 

The International Truck Line is a com- 
plete line, providing trucks of all sizes, 
from agile half-ton pick-up trucks to giant 
6-wheelers. 

And Internationals are trucks all the way 
through. In no single way are they passen- 
ger car adaptations. They are designed as 
trucks, engineered as trucks, and built as 
trucks to furnish truck service. 


Poeeeiiedl 


in “Harvest of Stars” Sunday, 2 p.m. Eastern Daylight Time, NBC Network. 


INTERNATIONAL JZrucks 


s 
This all-truck construction is one reason 
for International’s unmatched record —a 
record of more heavy-duty Internationals 
purchased for commercial use in the last 
15 years than any other make. 


Another reason for International’s pre- 
dominance is International Truck Service 
—furnished by a network of International 
Truck Dealers and a system of Interna- 
tional Truck Branches that form the na- 
tion’s largest company-owned truck-service 
organization. 

a) 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Ave. Chicago 1, Illinois 
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Selected for NEWEST 
Philadelphia Electric Station 


Reiiability and simplicity were the foremost aims of the 
Philadelphia Electric Company in constructing and equipping its new 
Southwark Station, which will carry a large portion of the 

system’s capacity. Comprehensive study of plant requirements and 
service conditions led to the selection of four B&W Open-Pass Boilers 
for this, the first station in the system to use only pulverized coal, 


A factor, too, in the selection of B&W units for Southwark was 


Philadelphia Electrie’s satisfactory experience with similar 
Baw Boilers at its Chester Station. 


On the beats of these two wiltette-—thywagh study of plant needs, and 
past performance—B &W Boilers were 
indicated as the most attractive units 
from the standpoint of investment 
and operating costs consistent with 
estimated load conditions and capacity 
factor for the station’s anticipated life. 





Your requirements probably differ from 
those at Southwark. But whatever they 
are, B&W welcomes the kind of 
thorough analysis and close comparison 
that influenced the selection of B&W 
Boilers there. It’s a good way to go 
about choosing the right boilers for 

low over-all power cost—and 

B&W is ready to help power engineers 
in any plant to achieve just that. 
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Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action. They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 
through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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I South Dakota Telephone Association will conclude meeting, Sioux Falls, S. D., 
Sept. 12, 1946. 





@ American Water Works Association, Rocky Mountain Section, will hold meeting, 
Sept. 12, 13, 1946. 





¥ Midwest Industrial Gas Council will convene, Minneapolis, Minn., Sept. 12, 13, 1946. 











"74 SEPTEMBER 9 





{ American Water Works Association, Western Pennsylvania Section, will hold meeting, 
Sept. 12, 13, 1946. 





4 American Transit Association will hold annual meeting, Chicago, Ill., Sept. 16, 17, 





4 Statewide meeting of REA co-ops will begin, Casper, Wyo., 1946. 





{ Statewide meeting of REA co-ops will begin, Springfield, Iit., 1946. 








q Rocky Mountain Electrical League will begin annual convention, Estes Park, Colo., 1946. 








¥ Instrument Society of America will hold national conference and exhibit, Pittsburgh, 
Pa., Sept. 16—20, 1946. 








4 Michigan Telephone Association will hold meeting, Lansing, Mich., Sept. 18, 19, 1946. 





¥ American Water Works Association, Michigan Section, will hold meeting, Sept. 18-20, 
1946. 





49 American Water Works Association, Southeastern Section, will hold meeting, 1946. 





4 Pacific Coast Gas Association will begin meeting, San Francisco, Cal., 1946. 





9 Sixth Annual Appalachian Gas Measurement Short Course will be concluded at 4s) 
the University of West Virginia, Morgantown, W. Va., 1946. 
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Courtesy, Montana Power Company 


Kerr Hydro Dam of Montana Power Company 


Located on the Flathead river, 
near Polson, Montana. 
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How a Governor Stopped 


A Threatened Utility Strike 


The emergency, legal background, and steps which 

led to prompt and decisive executive action to prevent 

paralysis of state activities which would have followed 
a statewide shutdown of electric service. 


By THE HONORABLE WILLIAM M. TUCK* 
GOVERNOR OF VIRGINIA 


yY sole purpose in acting to 

M keep local power company 
employees from cutting off 
electricity in Virginia through a state- 
wide strike was to see that the public 
safety and welfare were protected. 
This I believe to be the responsibility 
of every governor, of every legislator, 
of every public official. The first and 
fundamental function of government 
is to protect the public interest. All of 
the complicated activities of govern- 


_ * For personal note, see “Pages with the Ed- 
itors.” 
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ment have that simple end in view. 
I realize this conviction is not orig- 
inal with me. It dates back to the days 
of the old Romans, greatest lawgivers 
the world has ever known. In their 
time, each youth, before he could vote, 
was required to learn and recite from 
memory the fundamental legal princi- 
ples of Roman law, engraved on two 
brass tablets in the Forum. All were 
important, but high above them, in 
large letters, was this: “Salus popult 
suprema lex” (the safety of the people 
is the supreme law). 
AUG, 29, 1946 
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Commendation on my stand in the 
power strike threat has come from 
many quarters of the nation. At the 
same time, I have received some criti- 
cism, most of it from labor leaders who 
claimed I was acting beyond the law. 

When the statute under which I 
acted was passed, those responsible for 
it may not have intended it for the uses 
to which it was put, but neither did 
they envision a strike of electric work- 
ers and resulting evils. No one will 
deny that this statute was designed to 
enforce the law and to protect the peo- 
ple from disaster and subjugation, as 
well as to preserve the state sovereign- 
ty of Virginia. Had this strike oc- 
curred, involving as it did two-thirds 
of the commonwealth and practically 
all large cities and towns, including 
the capital, depriving them of food, 
water, ice, telephones, sanitation, heat, 
and health facilities, there would have 
been nothing more devastating or de- 
structive of our state sovereignty. The 
government itself would have been 
powerless to function. 


oe such a crisis, I stood ready 
to use whatever power I had to en- 
force the laws of the commonwealth, 
to uphold the state sovereignty, and to 
prevent this disaster before it came. I 
held and I still hold that those who 
work for public utilities, such as power 
companies, have no right to strike or 
to quit en bloc when, by so doing, it 
would result in such disaster. It is my 
conviction that no man, no set of men, 
no combination of individuals or influ- 
ences, however powerful they may be, 
should be allowed to strike against the 
public interest and, by so doing, thwart 
the government in the exercise of its 
vital functions. 
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When the International Brother. 
hood of Electrical Workers gave 
notice that employees of the Virginia 
Electric & Power Company would 
strike at midnight March 3lst of this 
year unless its demands were met, | 
knew I could take no chance for such 
a thing to happen. I bided my time, 
day by day watching developments 
growing out of negotiations. 

On March 22nd, nine days before 
the deadline, I decided it was time to 
act and requested the state commis- 
sioner of labor to summon to my of- 
fice representatives of both dis- 
putants. The company agreed to come, 
but the union’s leaders expressed the 
view that they should not do so unless 
there also were present the governors 
of North Carolina and West Virginia, 
into which states a small part of the 
company’s service extends. In calling 
this meeting, it was my purpose to ask 
the union to withdraw the strike order 
unconditionally. Had this been done, i 
intended to inquire into the situation to 
determine, if I could, what was just and 
right between the parties, to act as a 
mediator, and to use the influence of 
the governor’s office to correct injus- 
tices, if any were found to exist. In my 
opinion, it is not proper for a public 
official to negotiate or make terms with 
those who threaten to do violence to the 
public interest. 


s HORTLY after plans for the meeting 
failed, I issued a statement declar- 
ing my intention, in case a settlement 
was not reached, to seize the power 
company properties and to operate them 
for the public benefit. I gave full warn- 
ing in this statement of the seriousness 
of the situation. 

“Human health and safety facilities 
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will be paralyzed,” I pointed out. “Hos- 
pitals, with their numerous expectant 
mothers, their seriously ill, and their 
emergency patients, will be left in dark- 
ness, and physicians will be without 
power to carry on and administer to 
the needs of the suffering and the af- 
flicted. Dairies, running full force to 
feed our children as well as adults, will 
be forced to shut down. Many homes 
will be unable to cook a meal or even to 
do so much as toast a biscuit. These are 
only a few of the most severe effects of 
such a tie-up. In our modern way of 
living, we are geared to power and, 
when it is cut off, we are practically 
helpless, so that hunger, famine, pes- 
tilence, and even death will be the re- 
sult.” 

I stated firmly that, as governor of 
Virginia, I did not intend to sit idly by 
and do nothing in the face of such a 
disaster. I explained that there was no 
question in my mind as to my powers, 
or as to my right and duty to make full 
use of them in dealing with the prob- 
lem. 

“I am determined and I shall not 
hesitate to exert every power of the of- 
fice of governor in this emergency to 
prevent such a calamity,” I said. 


I EXPLAINED that I was absolutely 
impartial in my attitude toward 
both industry and labor, but that, if it 
was necessary for the commonwealth 
to intervene, I should expect the com- 
pany to surrender its property to desig- 
nated state agents. At the same time, I 
added, I should expect both officials 


and employees to work and to codper- 
ate with these agents and with each 
other to prevent serious inconvenience 
or suffering. 

Despite my original statement and 
public plea to these parties to become 
reconciled, the IBEW representative 
asserted on Saturday that the strike 
would take place as scheduled unless 
union demands were met. On Sunday, 
I dispatched a telegram to the president 
of Vepco in which I gave notice that, 
unless I heard by noon Thursday from 
a responsible representative of both the 
company and union that there would be 
no interruption of power service, I 
would immediately declare an emer- 
gency to exist and proceed to take such 
action as was necessary and proper to 
protect the public interest. A similar 
message was sent the IBEW agent, 
making of him the same request. 

A long telegram arrived at my office 
Monday from the IBEW spokesman 
in which he asked me to defend “the 
rights and privileges of economic 
minorities.” He contended that the 
workers were justified in their demands 
and said they were determined “that 
the vast accumulation of wealth known 
as Vepco gained from the citizens of 
Virginia shall not use such wealth as a 
source of economic power to impose 
undesirable work and living conditions 
upon a large portion of the citizenry of 
Virginia.” 


| pacer negotiations followed on 
Tuesday and wound up with an 
announcement from the union that they 


e 


protect the public interest. All of the complicated activities 


q “THE first and fundamental function of government is to 


of government have that simple end in view.” 
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were “definitely deadlocked.” That 
night I conferred with a Federal con- 
ciliator from Washington, who asked 
me to take part in the negotiations and 
to use the influence of my office to 
bring about an agreement. I refused, 
emphasizing that I would take no part 
unless and until the strike order had 
been unconditionally withdrawn. 

Next morning I sent a telegram to 
the IBEW representative asking him 
for a “yes or no” answer by noon of 
the following day as to whether or not 
union employees would work for the 
commonwealth at their respective sta- 
tions and under the same wage and la- 
bor conditions, in case it were neces- 
sary for the government to intervene. 
A similar telegram, inquiring whether 
the company would surrender its prop- 
erty for operation by the common- 
wealth, was sent the Vepco president. 

The IBEW spokesman replied that 
he was merely the servant of the union 
members, that he had sent my request 
to all local unions, and that I would have 
to await their decision. His reply was 
evasive and not responsive to my ques- 
tion. Meanwhile, the power company 
replied ‘“‘yes” and notified me that it 
would codperate in every way possible 
if the state took over the properties. 


HILE these exchanges were tak- 

ing place, I never for a moment 
ceased my preparations to seize the 
power plants. Meetings among depart- 
ment heads and other state advisers 
concerned with the problem were car- 
ried on daily under my supervision. By 
Wednesday, I had worked out in my 
mind the plan of action I would follow. 
Noon Thursday, the hour of my ul- 
timatum, arrived without the “yes or 
no” answer from the union. I at once 


issued a statement in which I declared 
that a state of emergency existed and 
that, in a few more hours, I would is- 
sue a formal order seizing the property 
and equipment of the power company. 
I added that I would from time to time 
issue such orders as were necessary to 
operate these plants without any inter- 
ruption or diminution of service. 

“At the outset of this endeavor,” I 
concluded, “I must remind the people 
that enforcement of the law is the 
cornerstone of democracy. Without 
law enforcement, all other functions of 
government fail. I specifically called 
the attention of the employees of the 
Virginia Electric & Power Company 
to the fact that, like all good citizens, 
their first obligation is to the common- 
wealth and any obligations to unions 
or other organizations should be sub- 
ordinated when found in conflict with 
the public interest. No good citizen 
will allow anything to interfere with 
his allegiance to Virginia. 

“When necessary, my oath requires 
—and it is my will—to compel compli- 
ance with all law. I shall act without 
fear or favor and with a firm hand and 
a resolute determination. In this I have 
the right to expect the support of all 
law-abiding citizens of Virginia and to 
demand the support of all others. This 
latter I shall require.” 


LB apis the same day, I drew up 
an executive order drafting a list 
of Vepco officials and employees fur- 
nished me by the company as essential 
into the unorganized militia of the 
commonwealth and directing that they 
be organized into a unit to be known 
as the “Emergency Laws Executing 
Unit.” That night members of the Vir- 
ginia State Guard, who had been 
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Unorganized Militia 


66 pare during the time of George Washington and Thomas Jeffer- 

son, a section was added to the Virginia code to make every able- 

bodied male citizen of Virginia between the ages of sixteen and fifty-five 

a member of the ‘unorganized militia.’ At the same time the lawmakers 

were preparing this provision, they also specified that the governor should 

have authority to call out the unorganized militia—‘or any part thereof 
—to see that the laws are enforced.” 





alerted previously, assembled at armor- 
ies throughout the affected areas of the 
state. 

Next morning early—three days be- 
fore the union’s strike deadline— 
guardsmen began serving two papers 
on the essential workers and officials. 
The first of these was a notice that they 
had been drafted by the governor as 
commander in chief of land and naval 
forces of Virginia into the unorganized 
militia and directing them to report 
within twenty-four hours to officers on 
duty at the various power company of- 
fices and plants. The second granted 
them a temporary suspension of active 
military duties so long as the company 
conducted its operations without inter- 
ruption by strike, but gave notice that, 
whenever a strike occurred, they were 
to report for active duty at the same 
post or position they were filling with 
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Vepco at the time the strike occurred 
and were to perform the same duties 
for the commonwealth that they were 
accustomed to perform for the com- 
pany. Refusal to obey, it was explained, 
would bring punishment by court-mar- 
tial. 


IX this action, I employed a combina- 
tion of laws, at least one of which 
had been on the books perhaps since 
Colonial days. The broadest of all is 
included in the state Constitution and 
requires the governor to “take care that 
the laws be faithfully executed.” It also 
makes the chief executive commander 
in chief of the state’s land and naval 
forces, with power to “embody the 
militia and enforce the execution of 
laws.” 

Under a section of Virginia’s Public 
Utility Law, rates which maybe charged 
AUG. 29, 1946 
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by utilities are described. Moreover, 
such companies as Vepco are specifical- 
ly required by this particular section to 
furnish “reasonably adequate service” 
to the public. This section involved the 
greatest threat of law violation. If a 
strike occurred and prevented Vepco 
from furnishing “reasonably adequate 
service,” it would mean the law had not 
been carried out, resulting in other 
serious law violations and a collapse of 
state and local government. 

In my search for a law by which to 
keep such a thing from happening, the 
attorney general, at my request, dug 
back into the early statutes. Perhaps 
during the time of George Washington 
and Thomas Jefferson, a section was 
added to the Virginia code to make 
every able-bodied male citizen of Vir- 
ginia between the ages of sixteen and 
fifty-five a member of the “unorgan- 
ized militia.” At the same time the law- 
makers were preparing this provision, 
they also specified that the governor 
should have authority to call out the 
unorganized militia—‘or any part 
thereof”’—to see that the laws are en- 
forced. This authority is open to him 
only after the regular militia has been 
summoned to duty and then only by a 
call for volunteers or by draft. 


ie enforcing this combination of 
laws, there was no discrimination 
between company officials, skilled 
workmen, or common laborers. If they 
were classed as essential, they were 
served a draft notice, no matter 
whether they were vice presidents or 
cable splicers. 

Within a few hours of the service of 
the draft notices, labor leaders returned 
to Richmond and resumed negotiations 
with the company. Their attitude was 
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not then nearly so truculent and un- 
yielding as before. Where a few hours 
earlier they had refused arbitration, 
they now were seeking it. 

From the time I declared an emer- 

gency on Thursday, I constantly issued 
statements to the press to assure the 
public that I was in earnest. At the time 
the workers were drafted, I released a 
statement that began with this para- 
graph: 
_ “The action the commonwealth is 
taking is for the sole purpose of guar- 
anteeing that these power plants will be 
kept open. The hand of the state will 
be removed when this unbridled threat 
to strike is withdrawn and disaster thus 
averted, and it will not be removed un- 
til then.” 

I added that I did not intend to be 
lulled into a false sense of security. 
Further in my statement, I said of the 
labor leaders that “these same dicta- 
tors have known for more than a week 
how they can settle with the common- 
wealth, and they can now do it in two 
minutes or less—simply by withdraw- 
ing the strike order.” In answer to the 
false charges by IBEW leaders that I 
had disrupted negotiations, I pointed 
out that nothing that the state had done 
or would do interfered in the slight- 
est with these discussions. 


| gees that day, I issued this brief 
statement : 

“I am pleased with the progress of 
our plans. Many capable and patriotic 
Virginians in and out of the union are 
sending me messages volunteering and 
offering me their services to the end 
that the power will not be cut off in 
Virginia. I am not at this time trying 
to solve any social, economic, or labor 
problem. These problems can be solved 
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in the weeks, months, and years that 
lie ahead. I am simply exercising my 
duties and the powers of the high office 
which I hold to see that suffering, 
death, and devastation do not come to 
Virginia. The lights in Virginia will 
not go off.” 

Before that day ended, this telegram 
from my office was in the hands of the 
head of each state institution : 

“T am directed by Governor Tuck to 
ask that every employee of your insti- 
. tution with training in operation of 
electric power and light systems or 
steam boilers be ready upon request to 
give all possible help in maintaining 
electric power service in Virginia areas 
threatened with strike of electrical 
workers.” 

A similar call went to the mayors of 
cities and municipalities. The response 
in all cases was excellent. 

All Saturday, throughout the period 
during which negotiations were re- 
sumed, I was furnished with reports 
on developments. Even before noon, I 
was assured an agreement was near. 
Late in the afternoon, I was notified 
that the strike had been called off and 
that both sides had agreed to submit 
the dispute to an arbitration board. 
Without delay, I hurried to a radio sta- 
tion and broadcast a message to the 
people in which I declared the emer- 
gency at an end and honorably dis- 
charged all those who had been drafted, 


at the same time thanking them for 
their services. 

“It is my fervent hope,” I said in 
closing my message, “that the proposed 
arbitration may result in a decision that 
is just and satisfactory to all. Now that 
this threat has been removed and I am 
free to act for the people without com- 
pulsion, I volunteer and offer the full 
influence of the office of the governor 
to that end. The lights in Virginia will 
not go off.” 


I‘ some quarters, there was evident 
misunderstanding of my intentions 
in taking such action. No officer or em- 
ployee, as a member of the state militia, 
was or would have been required to 
work one minute for a private corpora- 
tion during the crisis, but were or 
would have continued serving the state 
as militiamen throughout the emer- 
gency in order to keep the essential 
services going. As everyone knows, a 
small percentage of an army fights with 
guns, and those who do would be 
powerless to succeed without the other 
essential fighters who fire the boilers, 
keep up communication lines, dig 
trenches, build roads, operate trucks, 
cook, and do other things required to 
win a battle. Are these latter members 
of our armed forces in involuntary 
servitude or are they patriots ? 

I would welcome a test of my action 
in any court of competent jurisdiction. 
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with guns, and those who do would be powerless to succeed 


q “As everyone knows, a small percentage of an army fights 


without the other essential fighters who fire the boilers, keep 


up communication lines, dig trenches, build roads, operate 
trucks, cook, and do other things required to win a battle. 
Are these latter members of our armed forces in involuntary 
servitude or are they patriots?” 
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Virginia in this crisis occupied a posi- 
tion similar to a storm-tossed vessel in 
mid-ocean with a threat of mutiny 
among its crew. No one will question 
the right of the captain of that ship to 
resort to any necessary measures, re- 
gardless of how drastic they might 
seem, to bring that vessel, laden with 
the lives of innocent people, safely into 
harbor. We might abuse the captain 
after we had landed, but, if he had sat 
idly by and permitted disaster, he would 
deserve to be thrown overboard, while 
someone with ability and courage to act 
would be put in his place. 

My action brought into my office 
what is believed to be the largest num- 
ber of letters and telegrams ever re- 
ceived by a governor of Virginia on a 
single subject. These messages came 
to me from every state in the Union 
and totaled well into the thousands. 
They were written by people in all 
walks of life—members of Congress, 
ministers, doctors, lawyers, heads of 
colleges and schools, common laborers, 
bank and industrial firm presidents. 
While no actual check was made, it is 
estimated that, to every one in opposi- 
tion, there were at least 100 in ap- 
proval. With rare exception, those 
which did not approve were written by 
members of labor organizations or peo- 
ple closely associated with them. 


H™ is some of the typical praise: 
Washington, D. C.— “It was 
high time that such action as you have 
taken had been accomplished. The Fed- 
eral government should have done such 
before.” 

Tappan, New York—“My gratitude 
that at last there is a governor who 
looks out for the welfare of all of the 
people of his state.” 
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Conasauga, Tennessee — “Thank 
God for at least one official who has 
guts. If the U.S. Senate would do its 
duty, we would be rid of these killing 
strikes.” 

Endicott, New York—‘“Please ac- 
cept the admiration and unqualified ap- 
probation of a humble citizen of New 
York state for your superb handling of 
the impending strike of utility workers 
in your commonwealth. This demon- 
strationof forthright integrity in fulfill- 
ing the duties of your high office comes 
as a welcome relief from the almost 
universal ‘public be damned’ policy em- 
ployed in labor disputes by many pub- 
lic officials today.” 

Ada, Oklahoma—“I read with much 
interest of your action with regard to 
the induction of public service workers 
into the militia. I wholeheartedly agree 
with you that no public service employee 
should jeopardize the welfare of a com- 
munity or state by striking . . . I want 
to commend your action. It is the first 
evidence of forthright courage I have 
seen by an executive in a similar situa- 
tion.” 

Tampa, Florida—‘‘So there really is 
in this United States of ours one chief 
executive who dares oppose anarchy 
and minority action. For the first time, 
public welfare is being held over and 
above political popularity.” 

Caracas, Venezuela—“It was with 
the greatest pleasure that I read a re- 
layed article of your handling of the 
threatened electric power strike in Vir- 
ginia. Actually, I could not help but 
give a silent cheer at the discovery of at 
least one government official at home 
who is not afraid to act in a way he 
knows to be right—let the chips fall 
as they may.” 

From labor leaders in Washington 
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HOW A GOVERNOR STOPPED A THREATENED UTILITY STRIKE 





Should Essential Utilities Strike? 


ed Bre class of our labor now employed in essential utilities . . . 

is entitled to be treated fairly and justly. They should have a re- 

dress and a remedy, but that must not be to strike when to do so would 
bring public calamity.” 





and elsewhere came cries of “Hitler- 
ism,” “unconstitutional,” and “invol- 
untary servitude.” This quotation from 
labor’s official publication is character- 
istic of most of the comment in opposi- 
tion: 

“Tuck put out a Hitler-like order, 
never before used in the Old Dominion 
or any other state, under which 1,600 
members of the International Brother- 
hood of Electrical Workers employed 
by the Virginia Electric & Power Com- 
pany were drafted into the ‘unorgan- 
ized state militia.’ ” 


© irate resident of Norfolk, Vir- 
ginia, in sympathy with this atti- 
tude, wrote me: 

“What the hell you think we people 
here in our beloved state will allow you 
to cram down our throats? You have 
done us damage it will take twenty 
years to outlive. If you are fool enough 
to believe we will submit to industrial 
slavery, you are greatly mistaken. I 
wish you were man enough to admit 
you are wrong. Everybody in Virginia 
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would have a deep sympathy and a 
proper respect for your manly courage. 
But as things are now, you have sunk 
to the bottom, in every workingman’s 
and woman’s estimation, and the big 
chiefs have less respect for you as a re- 
sult of such a drastic order. If you don’t 
relent, then get to hell out the country 
and join up with Hitler’s gang in Ar- 
gentina. You will feel more at home. 
Truman or anyone in the State Depart- 
ment can tell you just where to find 
him.” 

From Washington, D. C., came this 
message from a veteran enrolled at an 
electrical school : 

“. . [have followed the Vepco dis- 
pute and I can’t understand how a good 
old Virginian and a good Democrat 
could do what you have done to organ- 
ized labor . . . We have just completed 
fighting a lousy war so people could 
live and work as free men. You come 
along and, by your conception of doing 
what’s justified, tear it all down.” 

One of the most gratifying things of 
all to me was the opinion of the at- 
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torney general of Virginia upholding 
what I had done. In his ruling, he said 
that the condition of affairs at the time 
I acted “not only constituted a grave 
threat to the health and safety of the 
people within the area affected, but also 
threatened to interfere with and ob- 
struct the proper functioning of the 
state government itself.” He cited cases 
from practically all the courts of the 
land, including the Supreme Court of 
the United States, supporting the gen- 
eral principles underlying the duty and 
obligations of a state government to its 
citizens under such circumstances. 


M” recent indorsement of my 
plan of action came at the time 
President Truman requested of Con- 
gress emergency powers with which to 
prevent strikes. On May 27th, Senator 
Harry F. Byrd of Virginia sought and 
obtained permission to have printed in 
the Congressional Record all of the or- 
ders and public statements I had issued 
during the period of the strike threat. 
They appeared in the pages from 5925 
to 5932 of the Record of that date. 

“The action taken by Governor 
Tuck,” Senator Byrd said in address- 
ing the Senate, “is nearly identical 
with the action now proposed by the 
President. In Virginia the strike was 
stopped and no further trouble has 
occurred. 


“The action which was taken by the 
governor of Virginia is of great pub- 
lic interest as it bears directly on the 
pending legislation.” 

I have pointed out in statements 
since I have been governor that the 
right of labor to strike in nonessential 
industries is a fundamental principle 
which will be recognized. The full 
power of the state will protect them in 
this if necessary. That class of our 
labor now employed in essential utili- 
ties, meanwhile, also is entitled to be 
treated fairly and justly. They should 
have a redress and a remedy, but that 
must not be to strike when to do so 
would bring public calamity. 


I SHALL ask the Virginia Legislative 

Advisory Council to inquire into the 
matter of setting up machinery which 
will be fair to labor employed by pub- 
lic utilities and before which their 
grievances may be laid. The state cor- 
poration commission might be the an- 
swer, for this commission passes upon 
and fixes the rates for utilities and it 
might also fix the salaries of employees 
and officials of these utilities. 

Such a step I believe to be in the 
right direction. 

Meanwhile, throughout my admin- 
istration as governor, I intend to en- 
force all the laws, particularly those 
affecting public safety. 





Opposition to Nationalization 


O NE Class of [British] transport users—the 180,000 holders 
of ‘C” licenses, which permit a trader to carry his own 
goods in his own vehicles—ts particularly antagonistic to na- 
tionalization, since to be effective that would almost certainly in- 
volve the abolition of the ‘C’ license and force the holders, £.c., 
the big departmental stores, to resort to public transport, with 
its lesser convenience and greater cost. 
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Control of Accounting As a 
Means of Regulation 


A matter of concern, declares the author, which faces 
the entire public utility industry and, indeed, all 
industry subject to government regulation and control. 


By FREDERIC E. BENTON* 


ity on utility law commented 

that there was no body of cor- 
rect accounting principles applicable to 
utilities to which he could refer as he 
did to the body of law regarding utility 
regulation. Such law might change, but 
it represented something to which he 
had access. This is not true, he said, as 
to utility accounting principles. There 
he felt that he was reduced to counter- 
ing one accounting witness by another, 
each of whom quoted “sound account- 
ing principles.” 

The experience of the writer as a 
practicing accountant and as one con- 
cerned with the problems of utility 
regulation makes him sympathize with 
this viewpoint. 

This article is addressed primarily 
to those who have responsibility for 
the accounting of public utilities and 
to the accounting profession as a whole. 


RRs on a distinguished author- 


_ *For personal note, see “Pages with the Ed- 
itors.” 


The writer believes that the inchoate 
situation of public utility accounting is 
primarily the responsibility of the ac- 
counting profession and that it is the 
background against which we should 
view the attempts of some regulatory 
commissions to use their legal control 
of accounting procedures as the means 
of enforcing theories of regulation not 
specifically, at least, contemplated by 
law. 

This concern faces the entire utility 
industry and, indeed, all industry 
which is subject to governmental regu- 
lation and control. And accountants 
have a peculiar interest and responsi- 
bility to consider seriously the prob- 
lems which arise from current attempts 
to use control of accounting procedures 
as the most effective means of regula- 
tion. This involves the replacement of 
regulation by law, approved and inter- 
preted by the courts, by regulation 
through the establishment of account- 
ing policies, determined by each admin- 
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istrative agency for and by itself with- 
out reference to established principles 
of accounting. 

A year or so ago, it was possible 
to foresee the results of such control of 
accounts. Nevertheless, recent court 
decisions show that the courts are not 
aware of the situations that may arise 
through the prescription by regulatory 
bodies of systems of accounts and ac- 
counting procedures. We now find that 
practices which appear to be in accord- 
ance with law have been outlawed by 
accounting rules, apparently without 
an understanding by the courts of the 
implications of such decisions. There is 
little evidence that the partly tolerant 
and partly contemptuous attitude of 
many lawyers toward accounting has 
changed. As was recently said, “Ac- 
counting has become an important so- 
cial force, but its maximum effective- 
ness cannot be achieved until its princi- 
ples are understood and implemented 
by the law.”* 


it is encouraging that not all account- 
ants share this unawareness of the 
importance of this development, but the 
effectiveness of their protests is, I be- 
lieve, hindered by a misunderstanding 
on their part which will be stated later. 
Their concern is evidenced by an edi- 
torial headed “Accounting and Regu- 
lation” in the April, 1946, issue of the 
Journal of Accountancy, from which I 
quote the following paragraphs: 


The Supreme Court of the United States 
on January 28th uttered an opinion in the 
case of United States et al. v. New York 
Telephone Company® which said that the 
court would not upset an accounting order 
(of the Federal Communications Commis- 
sion) unless the order was “so entirely at 
odds with fundamental principles of correct 


177 Journal of Accountancy, 266. 
262 PUR(NS) 65, 66 S Ct 393. 
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accounting as to be the expression of a whim 
rather than an exercise of judgment.” 

This statement of the court sharply defines 
a problem of major importance to the ac. 
counting profession, the outlines of which 
have been becoming visible for some time. 
The government agencies impowered to 
regulate certain industries or certain types 
of business or financial activities have found 
accounting a principal instrument of regu- 
lation. They have issued uniform systems of 
accounts, accounting orders, or accounting 
rules from time to time. Naturally, these ac- 
counting requirements have been designed 
to assist the agencies in accomplishing the 
purposes for which they were created. Since 
these purposes vary widely, it is not surpris- 
ing that the accounting requirements of the 
various agencies are. neither consistent 
among themselves, nor with the accounting 
principles accepted by the accounting pro- 
fession as those most useful for the pur- 
poses of the economy as a whole. 


F rece recent example of this lack 
of understanding by the courts 
occurred in the decision in the North- 
western Electric Company Case.® In 
this case the United States Supreme 
Court ruled upon an order of the Fed- 
eral Power Commission directing the 
Northwestern Electric Company to 
make a certain accounting disposition 
of a “write-up” on its books. The dis- 
position ordered was of a nature that 
the American Institute of Accountants 
felt that it did not conform with gen- 
erally accepted accounting principles 
and filed a brief, taking no position as 
to the commission’s order but urging 
that an approval of the order should 
not be based upon principles of ac- 
counting. The court stated : 

Although, as suggested in a brief filed by 
the American Institute of Accountants, the 
commission’s prescribed method of elimi- 
nating the write-up may not accord with 
the best accounting practice, it is sustained 
by expert evidence. It is not for us to deter- 
mine what is the better practice so long as 


the commission has not plainly adopted an 
obviously arbitrary plan. 


8 Northwestern Electric Co. v. Federal 
Power Commission (1944) 321 US 119, 52 
PUR(NS) 86, 64 S Ct 451. 
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George O. May, in reviewing this 
decision, stated* that the court’s com- 
ments that the method may not accord 
with the best accounting practice do 
not err on the side of overstatement. 

The two commissions whose orders 
were thus upheld by the Supreme 
Court were created as administrative 
agencies of Congress during the time 
when the “fair value” concept of 
Smyth v. Ames® was still the law of the 
land as far as the interpretations of the 
Supreme Court were concerned. 


[’ is worth while, I think, to recall 
the elements of fair value, as set 
forth in that decision : 


The original cost of construction, the 
amount expended in permanent improve- 
ments, the amount and market value of its 
bonds and stock, the present as compared 
with the original cost of construction, the 
probable earning capacity of the property 
under particular rates prescribed by statute, 
and the sum required to meet operating ex- 
penses, are all matters for consideration, and 
are to be given such weight as may be just 
and right in each case. We do not say that 
there may not be other matters to be re- 
garded in estimating the value of the prop- 
erty. 


None of us would question the right 
of Congress or of the various legisla- 
tures to set up other standards of 
values, subject to the judicial review of 


£77 Journal of Accountancy, 372. 
5Smyth v. Ames (1898) 169 US 466, 42 
L ed 819. 


our courts. Such express legislative ac- 
tion was not taken, however, and the 
Federal Power Commission and the 
Federal Communications Commission 
have avowedly set up the single stand- 
ard of value of the depreciated original 
cost of property by the use of their own 
administrative processes. 

The New York Telephone Company 
Case is a good example of the processes 
involved. The Communications Act of 
1934 gave the commission the right 
to determine “just and reasonable 
charges” for the companies under its 
jurisdiction and also to prescribe the 
forms of their accounts. The burden 
of proof to justify every accounting 
entry questioned by the commission 
was put on the person making the en- 
try, and the entry might be suspended 
pending submission of proof. 


|B Saou this sweeping delegation of 
authority, the commission pre- 
scribed a uniform system of accounts 
for telephone companies,* to be effec- 
tive January 1, 1936. This system pro- 
vided that each utility should retro- 
actively determine the original cost of 
its utility plant when first devoted to 
public service and that the differences 
between such original cost and the util- 
ity’s book cost should be segregated in 


6 Adopted June 19, 1935, 1 FCC 45. 
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to consider seriously the problems which arise from current 


q “.. . accountants have a peculiar interest and responsibility 


attempts to use control of accounting procedures as the most 
effective means of regulation. This involves the replacement 
of regulation by law, approved and interpreted by the courts, 
by regulation through the establishment of accounting pol- 
icies, determined by each administrative agency for and by 
itself without reference to established principles of 


accounting.” 
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Account 100.4—Telephone Plant Ac- 
quisition Adjustment—where it should 
be subject to the disposition of the com- 
mission. 

This order was stayed because of 
proceedings instituted by the American 
Telephone and Telegraph Company’ 
and did not become effective until 
January 1, 1937. 

The American Telephone Case was 
carried to the Supreme Court, the com- 
panies claiming that the accounting 
system would prevent them from re- 
cording their actual investment in their 
accounts ‘‘with the result that these ac- 
counts would not correctly exhibit their 
financial situation.” The court held 
that this consequence would not follow 
but that only such an amount would be 
written off ‘“‘as appears to be a fictitious 
or paper increment,” but before setting 


forth this interpretation it took the un- 


usual action, “to avoid misunderstand- 
ing and to give assurance to the com- 
panies,” of requesting the Assistant At- 
torney General representing the gov- 
ernment to reduce to writing his state- 
ment in that regard in behalf of the 
commission. He stated “that amounts 
included in Account 100.4 that are 
deemed, after a fair consideration of 
all the circumstances, to represent an 
investment which the accounting com- 
pany has made in assets of continuing 
value will be retained in that account 
until such assets cease to exist or are 
retired; and, in accordance with para- 
graph (C) of Account 100.4, provision 
will be made for their amortization.” 
This statement was accepted “as an ad- 
ministrative construction binding upon 
the commission in its future dealings 
with the companies.” 


7 American Teleph. & Teleg. Co. v. United 
States (1936) 299 US 232, 16° PUR(NS) 225. 
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oe long background is necessary 
to an understanding of the New 
York Telephone Company Case. That 
company had, ten years prior to the 
adoption of the uniform system of ac- 
counts and while it was under the juris- 
diction of the Interstate Commerce 
Commission, bought certain telephone 
property from its parent, American 
Telephone and Telegraph Company. It 
had paid for such property, “structural 
value” being estimated cost of repro- 
duction less deterioration, an amount 
more than $4,000,000 in excess of orig- 
inal cost to its parent company, less de- 
preciation accrued by that company. 
The New York Company then applied 
to this property the same depreciation 
rates as it applied to similar property 
purchased new, and, as such property 
was retired, it charged the “structural 
value” against the depreciation reserve. 
As of January 1, 1937, it determined 
the excess book cost of property re- 
maining in service and transferred this 
excess to Account 100.4, which it then 
began to amortize. 

Without describing the argument in 
the case,*the Supreme Court upheld the 
commission that the entire amount of 
$4,166,510.57 (the excess cost before 
any retirements) represented a ficti- 
tious value and must be charged to sur- 
plus. Mr. Chief Justice Stone dissented, 
referring to the stipulation in the 
American Company Case and stating 
that an account which has been law- 
fully established under Interstate Com- 
merce regulations could not be written 
off unless the Federal Communications 
Commission, after a “fair considera- 
tion of all the circumstances,” found 
that the difference between the original 
cost and the price claimed to have been 
paid is not “‘a true increment of value.” 
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Principles of Accounting 


6¢ HERE ts little evidence that the partly tolerant and partly con- 

temptuous attitude of many lawyers toward accounting has 
changed. As was recently said, ‘Accounting has become an important 
social force, but its maximum effectiveness cannot be achieved until its 


principles are understood and implemented by the law. 
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T= decision is very satisfactory to 
those regulatory agencies which 
insist that a utility’s books must reflect 
its rate base, and its rate base alone. 
Consider that this is not a rate case but 
one to enforce an accounting order and 
you will find that it is well adapted to 
secure a sympathetic decision. All 
of us recoil from the idea that rates 
should be based on the capitalization of 
profits to an affiliate to an extent that 
we can understand the agreement of 
the Supreme Court in the commission’s 
order. 

And this is where the writer takes 
issue with those prominent members of 
the accounting profession who decry 
the violations of accounting principles 
by regulatory agencies. Instead of de- 
nouncing the efforts of commissions to 
have original cost recorded on a util- 
ity’s books and saying that there is no 
such requirement in accounting prac- 
tice, they should understand that ac- 
counting for a regulated industry is 
different from that for a nonregulated 
industry, that original cost is an essen- 
tial element in the determination of 
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value and the fixing of rates, and that a 
commission should be able to determine 
this element accurately and quickly 
from the utility’s own books, Then, 
just as there are elements in determin- 
ing a corporation’s taxes which are not 
booked and other book accounts not 
considered in fixing taxes, it will be 
possible to present in a rate case mat- 
ters that are not booked (such as re- 
production cost) as well as to ask con- 
sideration of accounts booked which 
do not form part of original cost (such 
as acquisition costs ). 


7 state, as William A. Paton does 
in “Accounting Policies of the 
Federal Power Commission—A Cri- 
tique,’”* that he has “failed to find a 
single clear-cut statement which indi- 
cates that the disclosing of predecessor 
cost on the books of the present own- 
er serves any accounting purpose what- 
soever” makes no differentiation be- 
tween transactions among affiliates and 
those entered into at arms’ length. 


877 Journal of Accountancy, 433. 
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Under his thinking it would seem en- 
tirely proper, in a period of rising 
prices, to transfer a unit of property 
backward and forward, and as long as 
the market value was there it would be 
entirely proper to base rates on such 
recorded cost. 

Before we can ask the courts and the 
legal profession to protect us from ar- 
bitrary accounting practices, account- 
ants must set up standard accounting 
principles applicable to regulated in- 
dustry, recognizing that the principles 
“most useful for the economy as a 
whole” are not necessarily valid in the 
case of public utilities or expressive of 
the social concepts governing utility 
regulation. 

If we do not so educate ourselves 
and the courts, we shall find that we 
are just at the beginning of the use of 
control of accounting as a short cut to 
the imposition of regulatory theories. 
Accounting is being used as a tool to 
express a new conception of the rela- 
tionship between the investor and the 
customer of a public utility. 


HIS new conception is far removed 
from that held by the Supreme 
Court in 1926 when it stated : 


Customers pay for service; not for the 
property used to render it. Their payments 
are not contributions to depreciation or other 
operating expenses or to the capital of the 
company, By paying bills for service, they 
do not acquire any interest, legal or equitable, 
in the property used for their convenience or 
in the funds of the company.® 


It is apparent that to a court holding 
such an opinion, the accounting treat- 
ment of depreciation, for instance, had 
little importance. 

But times have changed and opinions 
have changed, and to the extent that 


® Public Utility Comrs. v. New York Teleph. 
Co, 271 US 23, PUR1926C 740, 
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in a recent article John Bauer wrote: 
“Fortunately, what was said in a 1926 
opinion does not control now, except as 
it may serve common sense in estab- 
lishing positive provisions for sys- 
tematic rate control.’ The accounting 
treatment of depreciation is now one 
of the most controversial questions in 
rate making. Some writers consider 
that the amounts recorded as accrued 
depreciation represent amortization by 
the customers of the investment by the 
shareholders and that if the utility has 
not, while collecting these dollars, also 
collected a fair return it is no concern 
of the rate-making body. Public utility 
commissions have determined that con- 
trol of accounting practices allows the 
prescription of straight-line deprecia- 
tion accounting determined retroac- 
tively and deducted from original cost 
in establishing the base upon which 
rates are to be found. 


-—s show the extent to which the 
thinking of utility management 
has gone, Samuel Ferguson, president 
of the Hartford Electric Light Com- 
pany, urges that utilities “must be will- 
ing to recognize the appropriate cus- 
tomer equity, not in the [depreciation] 
reserve but in the earnings to be de- 
rived from any temporary investment 
of these prepaid funds. If the company 
(in its capacity of custodian of these 
funds) is permitted by the regulatory 
commission to lend them on demand 
to the company (in its managerial ca- 
pacity) for temporary investment in 
plant, it must be willing to make pay- 
ments to the customer, in the form of 

1® “Depreciation in Relation to Prudent In- 
vestment,” by John Bauer, Pustic Urtizities 


FortNicHTLy, Vol. XXXIII, No. 9, page 540, 
April 27, 1 
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interest on the reserve, out of permitted 
return at such rate as the commission 
may specify.” ** Mr. Ferguson’s long 
experience and his position in the elec- 
tric utility industry add emphasis to 
the extent to which he is willing to 
recognize the interest of the customer 
in the accounting for depreciation ac- 
cruals. He states that unless this is done 
we can expect an increasing infringe- 
ment on the rights of the investor. In 
both the Natural Gas Pipeline Com- 
pany Case“ and the Hope Case,” the 
Supreme Court emphasized the state- 
ment that just and reasonable rates in- 
volved a balance of investor and con- 
sumer interests. 


T= is no present indication that 
the courts intend this “balancing” 
to destroy the rights of the investor but 
such may be the outcome of the trend 
we are discussing. That this conclu- 
sion is not exaggerated is clearly indi- 
cated in an article by Homer Kripke," 
formerly a senior attorney on the staff 
of the Securities and Exchange Com- 
mission. In this article, which is ex- 
ceptionally well documented as to cita- 


11 “The Effect of Arbitrary Property ‘Write- 
downs,’” by Samuel Ferguson, Pustic UTILI- 
TIES ForTNIGHTLY, Vol. XXXIII, No. 6, page 
333, March 16, 1944. 

Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 42 PUR- 
(NS) 129 


18 Federal Power Commission v. Hope Nat- 
ural Gas Co. (1944) 320 US 591, 51 PUR- 
(NS) 193, 64 S Ct 281. 

14“A Case Study in the Relationship of Law 
and Accounting,” Uniform Accounts 100.5 and 
107, 57 Harvard L. Rev. 433. 


tions of court and commission deci- 
sions on the subject of “acquisition ad- 
justments,” the author asks that regu- 
latory bodies “abandon the present 
position that their accounting treat- 
ment of Account 100.5 will not be de- 
cisive for rate purposes, and that they 
accept the position of Commissioner 
Draper in the St. Croix Case that their 
accounting orders will be decisive for 
rate purposes.” It is of interest that 
this article was referred to three times 
in notes to the Supreme Court’s de- 
cision in the New York Telephone 
Company Case. 

The courts have not yet given ap- 
proval to another concept in this same 
article. Discussing the accounting for 
plant accounts, the reader is asked to 
agree to the following statement on 
which Mr. Kripke’s theory depends : 


No investor in a regulated monopoly util- 
ity should be able to claim a vested right to 
the continuation of his investment, no mat- 
ter how “legitimate” that investment may be 
in itself. All investments in utility compa- 
nies, even those of stockholders, should be 
treated as debts, which the public can pay 
off at any time. So long as an investor gets 
his money back and gets a fair rate on it 
while it remains invested, he has no cause 
to complain and no vested right to any dif- 
ferent treatment. 


HE adoption of this concept would 

give approval to the theory that 
reserves for depreciation represent the 
amortization by the customer of the 
investment of the stockholder. It places 
the stockholders in the position of a 
creditor whose profits consist of a 
“fair return” when the utility is able 


z 


of accounting practices allows the prescription of straight- 


q “Pustic utility commissions have determined that control 


line depreciation accounting determined retroactively and 


deducted from original cost in establishing the base upon 
which rates are to be found.” 
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to earn it and who shares in the losses 
of unprofitable operations. 

For the statement that an invest- 
ment in capital stock is a corporate debt 
repayable by the public at any time, Mr. 
Kripke cites two Supreme Court de- 
cisions, each more than forty years 
old. He disturbs the ghost of Smyth v. 
Ames, which we have been told was 
permanently put to rest in the Hope de- 
cision, and also cites Cotting v. Kansas 
Stock Yards Company.” The former 
case states that a public utility was 
created for public purposes and that it 
performs a function of the state. In the 
latter case the court discussed the dif- 
ference between a company which vol- 
untarily undertook to do that which 
was proper work for the state as com- 
pared with one in which the owners 
have placed their property in such a 
position that the public has an interest 
in its use. 

The court stated : 


While we have said again and again that 
one volunteering to do such service cannot 
be compelled to expose his property to con- 
fiscation, that he cannot be compelled to sub- 
mit its use to such rates as do not pay the 
expenses of the work, and therefore create 
a constantly increasing debt which ultimate- 
ly works its appropriation, still is there not 
force in the suggestion that as the state may 
do the work without profit, if he volun- 
tarily undertakes to act for the state, he 
must submit to a like determination as to the 
paramount interests of the public? . . . It is 
unnecessary in this case to determine this 
question. 


bby is questionable whether the fore- 
going decisions support a claim 
that the public has a right to expropri- 
ate the capital stock of a public utility 
except at a price determined by law. To 
pay off capital stock at its book value 
certainly may be a destruction of value, 
and an even older decision held that 
“This power to regulate is not a power 


186 (1901) 183 US 79. 


to destroy.” In the writer’s opinion, it 
is very doubtful that the court which 
enunciated Smyth v. Ames would have 
held that an investor had no interest 
other than a return on his capital. 

Mr. Kripke does not say what dol- 
lars are to be returned to the investor, 
but it is apparent that he cannot recog- 
nize the actual dollars paid for stock 
bought in the market and can take no 
notice of price paid above par value. 
What he would do in the case of no par 
stock is left undisclosed. It probably 
does him no injustice to consider that 
the capital he would return to present 
owners is represented by the capital 
contributions of the original investors. 

Thus, Mr. Kripke gives no consid- 
eration to changes in the value of money 
and most certainly none to those whose 
capital might be lost. To his mind, it 
must be impossible to lose money in a 
“regulated monopoly industry.” 

The citations in this article of de- 
cisions by the Supreme Court empha- 
size the fact that these ideas which 
seem to us so fallacious cannot be dis- 
missed lightly. They will certainly be 
incorporated by some commission and, 
if this is done, it would appear that the 
courts would consider them not utterly 
at variance with principles of account- 


ing. 


N summation, the courts have clear- 
ly stated that when an administra- 
tive agency has made a finding, it will 
be overruled only if such finding is be- 
yond that which could be made by any 
reasonable person. If an agency’s find- 
ing is based on faulty accounting prin- 
ciples, it is, to a larger extent, the fault 
of the accounting profession. The prob- 
lem was neglected for years and, on the 
recent occasions in which accounting 
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CONTROL OF ACCOUNTING AS A MEANS OF REGULATION 


experts have testified, the principles preferred to accept the results of com- 
cited by them have, as far as an aware- mission accounting rather than to act 
ness of the problems of regulation goes, as arbitrators between the advocates 
been those of 1926 or even of 1890. It of various systems of “accepted ac- 
is small wonder that the courts have counting principles.” 





























Increase in Tax Burden 


eat ie vm as a whole [in 1945] consumed $161,149,830, or 
9 per cent more than in 1944. The trend of taxation 
is clearly shown by comparing the fact that taxes consumed 
27.19 per cent of gross revenues last year, compared with 26.91 
per cent in 1944, 25.15 per cent in 1943, 22.13 per cent in 1942, 


and 19.07 per cent in 1941. As another measure of the tax 
burden, such payments were nearly 80 per cent greater than 
the earnings available to bondholders, preferred stockholders, 
and common stockholders combined.” 
—Excerrpt from Twentieth Annual Analysis and 
Comparison of Major California Public 
Utilities, Dean Witter & Co. 


2 


DISPOSITION OF CALIFORNIA GROSS UTILITY REVENUES IN 1945 


Figures in various columns show, percentagewise, distribution of each 
company’s total revenues. 


Operating 
Twelve Major California Expenses, Common 
Public Utility Companies Depreciation, Federal Preferred Dividends 
Gross Revenues of Each And General Taxes on Fixed Dividends Paid and 
Company 100% Taxes Income Charges Paid Surplus 


Pacific Telephone & Telegraph Co.... 76% 14% 1% 
Pacific Gas and Electric Company .... 58% 21% 7% 
Southern California Edison Co., Ltd. .. 28% 7% 
Pacific Lighting Corp. (Consolidated) . 20% 4% 
Southern California Gas Co. ......... 7 16% 

San Diego Gas & Electric Co. ........ 68% 20% 

Southern Counties Gas Co. ..........- 

Associated Telephone Co., Ltd. ....... 

California Electric Power Company .. 

Coast Counties Gas & Electric Co. .... 

California Oregon Power Co. ........ 

California Water Service Company ... 
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For Better Street Lighting 


An urge for improved highway illumination 
to prevent traffic fatalities. 


By ED C. POWERS* 


ROM Maine to California and 
kK from the Gulf to Canada’s bor- 

ders, public utility officials, with 
few exceptions, are cognizant of the 
need for more adequate street and high- 
way safety lighting as a means of com- 
bating traffic fatalities, crime, and for 
the general improvement of the civic 
consciousness and property values of 
their communities and cities. 

Hundreds of letters received by The 
Street and Traffic Safety Lighting Bu- 
reau, in response to an information- 
seeking guide to its nation-wide pro- 
gram on behalf of better street light- 
ing, give unmistakable evidence that 
the problem is being approached from 
every feasible, economic, and civic 
angle. 

Public utilities executives are cog- 
nizant of the need for serviceable rather 
than ornamental street-lighting facili- 
ties. They recognize street lights as 
their best medium of public relations. 
They realize the shortcoming of some 
of their present installations and are 
planning to make improvements as soon 


*For personal note, see “Pages with the 
Editors.” 
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as it will be possible to obtain them. 

Most public utility officials recognize 
the necessity for local newspaper and 
radio promotion and are willing to 
carry the ball either by direct action or 
through cooperative effort. 

The important point, however, is the 
fact that street and highway safety 
lighting is receiving a lion’s share of 
attention and study in municipalities 
and towns where efforts are being made 
to reduce traffic accidents and deaths 
and where crimes of violence have been 
attributed to inadequate street lighting 
in both business and residential areas. 

“We are very glad to inform you 
that the citizens of this community 
have become very interested in ade- 
quate street lighting,” writes E. O. 
Hoke, manager of the Pinole Light 
& Power Company, of Rodeo, Cali- 
fornia. 


Ss FRANCISCO is preparing to 
standardize its street-lighting units, 
both for new installations and in the re- 
placement of older equipment, accord- 
ing to an official of the Pacific Gas and 
Electric Company. Recognition of the 
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work this company has done with rela- 
tion to modern street lighting is found 
in the numerous requests which it has 
received for help from other communi- 
ties in its area. 

Numerous letters have been received 
from East coast companies also which 
indicate interest in the kind of street 
lighting that will be effective as a safe- 
ty measure, rather than purely orna- 
mental. 

From Derby, Connecticut, comes a 
letter which states, “the cities we serve 
... are fully aware that street lighting 
isa necessity.” 

“Most of the cities and towns in our 
area are planning extensive street light- 
ing changes for the near future, as 
soon as equipment becomes available,” 
writes the United Illuminating Com- 
pany of New Haven, Connecticut, in a 
recent letter. 

The city of Indianapolis recently 
placed an order for 270 new street 
lights, 50 of which are to be used on a 
previously unlighted parkway. 

Fort Wayne declares it is “pushing 
street lighting aggressively.” So is 
Neodesha, Kansas, while in Hagers- 
town, Maryland, a survey is under way 
of the city’s entire system, with a view 
of improving the installation from the 


standpoint of traffic safety and real 
estate values. 


, se amas for street lighting 
are contemplated in Niles, Michi- 
gan; in Gulfport, Mississippi, and sur- 
rounding territory; in Watertown, 
New York; Highpoint, North Caro- 
lina ; Wilmington, North Carolina; and 
a new system of lights is now being 
installed in Zelienople, Pennsylvania. 

The city of Knoxville, Tennessee, is 
contemplating the relighting of several 
of its arterial streets and some of its 
secondary streets. 

There are many others contemplated 
in larger metropolitan areas which have 
been widely publicized throughout the 
industry. 

The task remaining is a momentous 
one. There are still many communities 
that look upon the street light in much 
the same way as the art collector who 
views a lamp’s utility by its artistic 
beauty instead of its lighting efficiency. 
But those communities are rapidly dis- 
appearing. 

The value of street and highway il- 
lumination as an accident and crime 
reducer is widespread throughout the 
land. For this, the utilities can take a 
large share of the credit. 





“_ . we must reverse the trend toward economic colonialism 


which has characterized the period in which our great corpora- 
tions have concentrated the economic power of the country in 
their hands. For the small business enterprises which people are 
seeking to preserve are not small corporations competing in a 
national market but regional and local businesses, producing for 
and distributing to their neighbors, employing their neighbors 
and the children of their neighbors, taking their places among 
the country’s premier small businesses, the individually operated 
farms, as a part of an integrated regional economy.” 
—LELAND OLDs, 
Chairman, Federal Power Commission. 
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Government Utility 
Happenings 


Moratorium on Public Works 
Covers Power Agencies 


bf ctr 5 2 all Federal agencies en- 
gaged in electric power operations 
are revising their plans for new projects 
to comply with the moratorium on public 
works ordered on August 5th by Recon- 
version Director John R. Steelman. 

Among the bureaus affected by the 
Steelman directive are the Department 
of Interior’s Bureau of Reclamation, 
Bonneville Power Administration, and 
Southwestern Power Administration ; the 
Tennessee Valley Authority, the War 
Department’s Corps of Engineers (in re- 
gard to civil works programs), and the 
Rural Electrification Administration. 

Mr. Steelman issued the moratorium 
order after extended conferences with 
President Truman. The President previ- 
ously had announced that he was consid- 
ering the delay of a portion of the author- 
ized public works program until the end 
of the current fiscal year. The Steelman 
directive, in effect, puts the job of select- 
ing the deferrable projects into the hands 
of the agencies charged with carrying out 
the several programs. 

It provides that 

1. Until October 1, 1946, no con- 
tract may be awarded by any Federal 
agency for new construction without 
special authorization from Mr. Steel- 
man’s Office of War Mobilization and 
Reconversion. (Contracts already 
awarded before the order was issued 
were not affected.) 

2. Federal agencies must review 
their construction programs, eliminat- 
ing all projects which can be deferred 
until April 1, 1947, or later, and sub- 
mit schedules of both the postponable 
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and the nondeferrable projects to the 
Civilian Production Administration by 
August 31, 1946. These revised pro- 
grams will then be reviewed by CPA, 
with the final decision as to just what 
programs may be started on October 
Ist resting with OWMR. 


Only five types of general construction 
by the government were exempted from 
the provisions of the directive. They 
were: work on urgently needed veterans’ 
hospitals, overseas military facilities, the 
Army’s atomic bomb project, veterans’ 
housing, and construction of access roads 
to new timber lands, 


M k. STEELMAN outlined the objectives 
of the cut-back order in a state- 
ment to the press, which said, in part: 


Construction agencies of the Federal 
government have reported a proposed Feder- 
al construction program valued at approxi- 
mately $1,600,000,000 for the fiscal year of 
1947. While much of this construction must 
go forward because it is needed for the 
maintenance of national health, safety, and 
other essential services, the Federal govern- 
ment has an inescapable responsibility to 
postpone all but the most urgent projects 
while the present dangerous inflationary 
pressures exist. 

President Truman has made it quite clear 
that every agency of the Federal govern- 
ment must do everything within its power 
to reduce Federal expenditures in the current 
fiscal year. Our objective is to reduce the 
Federal public works program from $1,600,- 
000,000 to $900,000,000. I have full confidence 
that the agencies of the Federal government 
will exert every effort to comply with 
spirit and intent of the directive I have issued 
in compliance with the President’s orders. 


Each agency affected by the order re- 
ceived letters of transmittal explaining 
the President’s stand on the need for cut- 
ting expenditures. Some agencies, among 
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them the Bureau of Reclamation, TVA, 
and the Army Engineers, also were given 
recommendations for holding back spe- 
cific amounts or deferring particular 
projects. 

The Bureau of Reclamation, for ex- 
ample, has been following a program call- 
ing for the expenditure of some $170,- 
000,000 on construction projects in this 
fiscal year. The bureau was advised to 
postpone until after April Ist sufficient 
projects to reduce this program to nearly 
$86,000,000, a figure which Interior of- 
ficials said had been approximated by 
contracts already awarded. They esti- 
mated that the bureau’s programs for de- 
velopment of the Columbia river basin, 
the Central valley of California, and the 
Missouri river basin will be the major 
projects to be curtailed by the postpone- 
ment. 

Incidentally, the bureau’s power pro- 
gram will be little affected by these cut 
backs. Contracts for major power de- 
velopments, such as those in Central 
valley, already lave been let. Other proj- 
ects of this type, including those in the 
Missouri basin, have not yet advanced to 
the point where installation of power 
facilities is imminent. 


HE War Department was instructed 
to reduce its planned expenditures 
of approximately $309,000,000 for all 
civil works programs this year to $185,- 
000,000. This, of course, means an ex- 
tensive revision of the Engineers’ sched- 
ule of rivers and harbors, and flood- 
control projects will be in order. 
Interesting complications probably will 
result from the White House recom- 
mendation to TVA Chairman Lilienthal 
that he postpone the start of construc- 
tion on the Upper Holston dam in eastern 
Tennessee. This is one of the two TVA 
dams for which funds were appropriated 
for TVA by the recent session of Con- 
gress. 
Chairman Lilienthal told a congres- 
sional committee that, in view of short- 
ages of materials and man power, work 
on the Upper Holston project should be 
postponed until the other (Watauga) 
dam had been completed. His remarks 
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touched off a debate with Senator Ken- 
neth McKellar, Democrat of Tennessee, 
who insisted that work be started 
promptly on both projects. Now the Sen- 
ator has announced that he will contest 
the postponement proposed by President 
Truman. 

“T will take up the matter with the 
President,” he said. “Those dams 
ought to be built at once.” 

No power agency of the Interior De- 
partment, other than the Bureau of 
Reclamation, was instructed to make 
specified reductions in its programs, 
being urged merely to cut back items not 
absolutely essential. The Southwestern 
Power Administration, which had 
awarded no contracts under its $7,500,- 
000 program for transmission line con- 
struction, is expected to defer a large 
part, if not all, of its plans for these lines. 

On the other hand, Administrator Paul 
Raver declared that all of the construc- 
tion planned by the Bonneville Power 
Administration appeared to be “essen- 
tial.” 

He conceded, however, that his staff 
was studying its plans with a view to 
complying with the postponement pro- 
visions of the Steelman directive. 


RST reaction of Rural Electrification 

Administration officials was one of 
uncertainty as to the method by which the 
directive was to be applied to activities 
of their agency. It had been generally 
thought, however, that REA temporarily 
would have to discontinue approving 
borrowers’ contracts for construction 
financed by agency loans. This step ap- 
parently was obviated by the section of 
the directive forbidding any Federal 
agency from entering into any agreement 
with “a state or local government or with 
a codperative or public utility involving 
the provision of Federal funds in whole 
or in part” until October Ist. 

However, in a statement on August 
15th, Mr. Steelman announced that the 
freeze order on public works would not 
“restrict the loan programs of Federal 
agencies such as the Rural Electrification 
Administration.” Such programs, he 
said, are in the hands of state and local 
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groups, and “not subject to Federal re- 
view.” : 

Mr. Steelman noted that the President 
had requested the lending agencies to 
“seek the codperation of state and local 
groups” in reducing their proposed con- 
struction “to a minimum consistent with 
the curtailed Federal public works pro- 
gram.” 

There was some skepticism in certain 
unofficial quarters in Washington as to 
the over-all effects of the President’s 
moratorium plan. Some _ observers 
pointed out that, while the President and 
his fiscal advisers undoubtedly were de- 
termined to defer public works expendi- 
tures, the White House plan might be 
jammed if full codperation were not re- 
ceived from the agencies involved. For 
example, it was noted, a single bureau 
might insist that all, or the greater part, 
of its construction program was essential, 
thus leaving CPA or OWMR with the 
well-nigh impossible task of reducing that 
agency’s program. 

aa 


Bonneville Proposes New Rates 
For Secondary Energy 


| ening Power ADMINISTRA- 
TION’s proposed new rate schedule 
for sales of secondary energy was dis- 
cussed recently by Administrator Raver. 
His statement followed the filing of the 
new rate with the Federal Power Com- 
mission. 

No change in the present Bonneville 
rate of $17.50 per kilowatt year for firm 
power from the Bonneville and Grand 
Coulee plants was involved. The agency 
asked for authority to charge a flat rate 
of one mill per kilowatt hour for addi- 
tional energy produced at these plants 
during periods of high-water flow. 

Bonneville bases its estimates of firm 
power capacity on the minimum water 
year recorded by the agency, when the 
Columbia river plants were reported ca- 
pable of producing 1,067,000 kilowatts. 

Administrator Raver said that, in ad- 
dition to the firm power capacity, “ap- 
proximately 75,000 kilowatts of second- 
ary energy is now available during most 
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years.” He added the following: 


As the firm power capacity is increased 
by installation of additional generators at 
Grand Coulee and construction of new 
Columbia basin projects, the amount of avail. 
able secondary energy also will be increased, 
Since this secondary energy is subject to 
the flow of the river and is not available dur- 
ing low-water periods in certain years, it can- 
not be sold as firm power. 


& declared that the agency proposes 
to market such power at the one- 
mill rate for use in industrial operations 
which can be shut down for periods up 
to six months without serious effects, The 
proposed rate schedule specifies that pur- 
chasers of secondary energy must either 
purchase firm power also, or maintain 
stand-by equipment capable of supplying 
equivalent process requirements when 
secondary energy is not available. 

Other provisions of the new schedule 
include a guaranty of the delivery of 
energy for not less than one hundred and 
eighty days in each calendar year, except 
as prevented by uncontrollable factors. 
Over periods of ten years or more, avail- 
ability of secondary energy is assured for 
only 80 per cent of the time. Such power 
is to be made available only to purchasers 
contracting for 25,000 kilowatts or more. 

If the new rates are approved, the 
Bonneville Administrator said, secondary 
energy will be utilized immediately in 
conjunction with prime power sales for 
aluminum production and, later, for elec- 
tric boiler operation in connection with 
industrial process loads for which stand- 
by facilities can be maintained. 

Pending approval of the secondary 
rate, Bonneville has executed a contract 
with the Permanente Metals Corporation 
of Spokane, Washington, the Henry 
Kaiser company which has leased govern- 
ment-owned aluminum plants in that 
area. 

The Kaiser firm is using a total of 
60,000 kilowatts of Bonneville power 
now and is expected to require about 
250,000 kilowatts at full capacity, Admin- 
istrator Raver announced. Under terms 
of a 10-year contract, to become effective 
with FPC approval of the new rate, 
Bonneville will supply up to 32,500 kilo- 
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watts for each of the Permanente plant’s 
six potlines, he said. 

The Bonneville chief reported that the 
aluminum plant is scheduled to get into 
full operation in early 1947. 


» 


FPC Concludes Natural Gas 
Probe Hearings 


EARINGS in the Federal Power Com- 

mission’s natural gas investigation 

were closed at Washington, D. C., on 

August 2nd. The records of the proceed- 

ings, however, will be kept open for ad- 

ditional statements until October Ist, it 
was announced. 

The Washington sessions, last in a 
series staged in cities in natural gas pro- 
duction and consuming areas, were closed 
out with a statement by Federal Power 
Commissioner Nelson Lee Smith. The 
broad scope of the inquiry, which devel- 
oped testimony from numerous groups 
with direct and indirect interests in gas 
operations, was “amply justified” by the 
results, Commissioner Smith declared. 
He held that such an investigation was 
the only means whereby a “comprehen- 
sive understanding” of the problems in- 
volved could be obtained. He continued : 

A more limited approach would neces- 
sarily have left uncertain the significance of 
any features of the entire interrelated proc- 
ess of natural gas production, transmission, 
distribution, and marketing which were omit- 
ted. It is clear that, because of the interde- 
pendence of these several processes, there 
must be knowledge of the whole if any part 
is to be fully understood. Also, it seems not 
too much to say—as indeed many representa- 
tives of the gas industry have observed— 
that this investigation has enabled the indus- 
try itself, as well as the commission, to gain 

a better insight into the problems relating 

to the natural gas industry and its proper 

regulation in the public interest. 


paztecnames in the hearings were ad- 
vised that they might file with the 
commission “concise summary state- 
ments.” Parties intending to submit re- 
views of their testimony and opinions 
were directed to notify FPC of their in- 
tention to do so by September Ist. The 
commission will require 200 copies of 
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each statement for its own use, it was 
noted. 

Before transmitting a report to Con- 
gress, FPC will advise all those who par- 
ticipated in the hearings as to the com- 
mission’s principal findings in the inves- 
tigation, Commissioner Smith said. Be- 
cause of the large amount of testimony 
received, it is impossible to set the date 
when FPC will be able to complete its re- 
port, he added. 


* 


Downey Determined to Hold 
Reclamation Hearings 


ALKED in his effort to obtain approval 

for a Senate investigation of Bureau 

of Reclamation water contract policies in 

California’s Central valley, Senator 

Sheridan Downey has declared that he 

may conduct hearings along these lines 
on his own initiative. 

Sources close to the Democratic legis- 
lator from California say that before he 
left Washington at the end of the con- 
gressional session he was making plans 
which called for hearings in the Central 
valley area during October. 

During the closing sessions of the Sen- 
ate that body’s Public Lands Committee 
approved a resolution submitted by Sen- 
ator Downey providing for an official in- 
vestigation by members of that commit- 
tee. 

The resolution came to the Senate 
floor under the calendar procedure, 
which permitted a single objection to pre- 
vent its immediate consideration. Objec- 
tion was made by Senator LaFollette, Re- 
publican of Wisconsin. 

When he introduced his resolution, 
Senator Downey said that he was 
interested chiefly in the terms of Federal 
contracts for irrigation water sought by 
Central valley farmers. It was noted by 
some observers, however, that these con- 
tracts necessarily are codrdinated with 
Reclamation Bureau sales of power from 
the Central valley’s multiple-purpose de- 
velopments. Any investigation, it was 
contended, therefore would have to in- 
clude a study of power policies in the 
area, 
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Wire and Wireless 
Communication 


ELEPHONE recording devices have 

legitimate commercial and govern- 
mental purposes which warrant their use 
in regular telephone service, declared the 
Federal Communications Commission on 
August 8th in proposing to authorize 
their utilization in interstate and foreign 
message toll service, under conditions 
which will assure that parties to such con- 
versations have knowledge that these ap- 


pliances are employed. 

The commission is of the opinion that 
under such conditions the use of a tele- 
phone recording device does not violate 
§ 605 of the Communications Act which 


prohibits intercepting and divulging 
private wire and radio communications. 
Accordingly, it proposes to declare “un- 
just and unreasonable, and therefore un- 
lawful,” any tariff regulations now on file 
with it that bar the use of recording de- 
vices in the manner contemplated. 

“There exists a real need and demand” 
for telephone recorders, the commission 
said, concluding: 


The use of recording devices in connection 
with interstate and foreign message toll tele- 
phone service should be authorized, provided 
such use is accompanied by adequate notice 
to all parties to the telephone conversation 
that the conversation is being recorded. Ade- 
quate notice will be given by the use of an 
automatic tone warning device, which would 
automatically produce a distinct signal that 
is repeated at regular intervals during the 
course of the telephone conversation when 
the recording device is in use, supplemented 
by a telephone directory listing plan which 
provides for the placing of an asterisk or 
other special indicator alongside the names 
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of telephone subscribers who have recording 
devices. Both the telephone companies and 
the recorder manufacturers should also 
undertake a publicity program designed to 
inform telephone users generally of the use 
of telephone recording devices and the im- 
port of the warning signal. 


HE commission pointed out that 
there are three types of sound re- 
cording devices—the acoustic type, which 
consists of a microphone placed near 
enough to the telephone to pick up con- 
versation ; the inductive type, which re- 
ceives signals without any direct physical 
contact; and the direct physical connec- 
tion. The commission stated that “one 
important precaution that can be taken 
against the unauthorized use of telephone 
recording devices is to require that they 
be physically connected to the telephone 
line.” It therefore decided that “no re- 
cording device should be used in connec- 
tion with interstate and foreign message 
toll telephone service unless it is physi- 
cally connected to the telephone line... 
all of this connecting equipment, as dis- 
tinguished from the recording apparatus 
itself, should be provided, installed, and 
maintained by the telephone companies.” 
“The use of recording devices,” the 
commission added, “does not impair the 
quality of such telephone service if 
proper safeguards are employed in the 
equipment by which the recording devices 
are connected to the telephone.” 
These proposals are the result of an 
investigation initiated by the commission 
on October 31, 1945. It was prompted by 
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conflict between the presently effective 
telephone tariff provisions and the grow- 
ing demand for telephone recording de- 
vices. Resultant hearings brought rep- 
resentation from the Bell system com- 
panies, United States Independent Tele- 
hone Association, National Association 
of Railroad and Utilities Commissioners, 
Thomas A. Edison, Inc., the Sound- 
scriber Corporation, the Dictaphone Cor- 
poration, and others. 

Testimony shows that telephone re- 
cording devices, in use since 1916, were 
popularized in World War II and have 
since had increasing demand. Three 
manufacturers estimated that about 19,- 
000 instruments are in current use, more 
than a third of which were sold to the 
military and the remainder to various 
business organizations. 

With the exception of installations for 
two newspapers, the Bell system has not 
itself supplied recording devices. How- 
ever, the Bell system, along with other 
participants to this proceeding, offered no 
direct opposition to the use of recorders ; 
the only point of issue appeared to be the 
conditions under which their use should 
be authorized. The Bell companies 
recognized the demand for recorders but, 
at the same time, were apprehensive that 
they might endanger the privacy and in- 
formality of telephone conversations. 
Manufacturers of recorders felt that 
their product enhances the usefulness of 
telephone service but is being hampered 
by present tariff restrictions. 


yg Navy Department characterized 
telephone recorders as “one of the 
most valuable modern administrative 
aids.” Last year it had more than 1,600 
recorders in use, principally at yards, 
supply offices, material inspection serv- 
ices, clothing depots, ordnance plants, and 
air stations. The Signal Corps, which 
has been using these devices since 1918, 
has furnished the War Department with 
about 2,000, and requests continue to 
mount. 

The commission emphasized that it is 
keenly appreciative of the importance and 
desirability of privacy in telephone con- 
versations. “Such conversations,” it says, 
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“should be free from any listening in by 
others that is not done with the knowl- 
edge and authorization of the parties to 
the call.” Hence its proposal that re- 
corders should be permitted only when 
parties are aware that their conversation 
is being recorded. 

To pave the way for regular recorder 
service, the commission in its proposed 
report concluded that telephone com- 
panies subject to the Communications 
Act should file appropriate tariff regu- 
lations under § 203 of the Communica- 
tions Act, authorizing the use of tele- 
phone recording devices under the condi- 
tions set forth in the commission’s 
opinion. Meanwhile, parties concerned 
have until September 20th next to register 
objections to its proposed report. 


x* * * * 


struments enabled the Civilian Pro- 
duction Administration on August 7th to 
relax preference regulations under which 
telephone subscribers receive their 
phones. 

According to a ruling, telephone sub- 
scribers who move to a new location in 
the same central office area will be placed 
in the first order of preference for resto- 
ration of their telephone service. 

CPA officials estimated the amendment 
would affect 35,000 subscribers immedi- 
ately and the same number each month 
from now on. Until now a subscriber 
moving to a new location within the same 
central office area could not have his tele- 
phone transferred, but had to wait his 
turn for reinstatement of services under 
the order of preference established by the 
agency’s utilities order, 

ee 


| igure production of telephone in- 


EMANDs for new telephones in the 
South, as related to the per cent 

now in service, are approximately twice 
that in any other region. This demand for 
new phones, heaviest in the nation, has 
pushed Southern Bell’s total to more than 
2,000,000 telephones, that number hav- 
ing been reached in late June. This covers 
nine states from Kentucky through Flori- 
da and North Carolina through Louisi- 
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ana. In Georgia telephones now total 315,- 
000, an increase of 110 per cent in ten 
years, the total being 151,000 a decade 
ago. Atlanta now has 132,600 telephones, 
almost as many as the entire state pos- 
sessed ten years ago, a growth of 87 per 
cent from the total of 71,000 ten years 
ago. 
“Short-haul” business within Georgia 
is up 30 per cent over one year ago. 

All these add up to a very dramatic 
reading of business and population 
growths on one of the best barometers 
available. These facts were presented to 
the board of directors of Southern Bell, 
meeting in Atlanta last month, by Hal 
Dumas, president. 

Southern Bell’s problems are not so 
much a shortage of instruments, of which 
there is now a good supply. The real dif- 
ficulty is brought about by shortages 
of copper, lead, and, of all things, cotton 
yarn which is used in switchboard cables. 
There also is a shortage in buildings to 
house extra exchange machinery and 
switchboards. 

e 6 2 


Hie California Supreme Court made 
it possible last month to prosecute 
bookmakers who conduct business over 
private telephones with the owner’s con- 
sent. The ruling involved the case of 
Morris Trieber, who allegedly conducted 
a book from apartments on Haight and 
Hickory streets in San Francisco. He 
hired a telephone company employee to 
run two extensions into his apartment, 
then ran others into other apartments. He 
obtained the consent of those residing in 
these apartments to give their telephone 
numbers to his clients. He paid the bills. 

A felony indictment for wire tapping 
was returned against him in December, 
1944. On February 1, 1945, Superior 
Judge Edward P. Murphy set aside the 
indictment, deciding that consent elimi- 
nated the criminal factor. The appellate 
court upheld Judge Murphy. 

District Attorney Edmund Gerald 
Brown carried the case to the high court, 
where last month’s decision was a re- 
versal of the lower rulings. 

Assistant District Attorney Thomas C. 
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Lynch said the decision was a far 
reaching one, being applicable to all c: 
of the kind. However, it will be necessa 
to fight the circumstances on their merits 
Trieber, he said, would be brought to 
trial. 
x* * * * 


HE insurgent French communica- 

tions workers agreed on August 3rd 
to go back to work beginning at 4 ax 
August 4th after they had failed to re- 
ceive support from parent labor organiza- 
tions or from the government, which re- 
fused to negotiate with them until they 
ended their walkout. 

Tentative harmony prevailed at the end 
of a turbulent day of meetings between 
the Finance Minister and the leaders of 
the Federation of Posts, Telephone, and 
Telegraph Workers. A factor in estab- 
lishing harmony was the action on August 
3rd by the Constituent Assembly in ex- 
tending the original government proposal 
to raise wages of all government em- 
ployees 25 per cent to cover certain special 
allowances that government workers re- 
ceive, 

Estimates varied on how widespread 
the stoppage was. The strikers claimed 
that 22 departments of the country and 
18 cities suffered full stoppage of com- 
munications; in several other cities, in- 
cluding Marseilles, it was only partly ef- 
fective. 

Ry 


HE Hercules Powder Company last 

month announced it was planning to 
install air-to-ground telephone service in 
its large transport plane. 

Terming it the “first of its kind in the 
country,” the company said the 2-way 
service had been approved by the Federal 
Communications Commission and would 
. installed as soon as equipment could be 

uilt. 

The plane telephone will be similar to 
the ship-to-shore service by which ships 
at sea make radio connection with shore 
stations. The radiotelephone differs from 
a home radio set in that a home radio can 
pick up various wave lengths and fre- 
quencies while the radiotelephone set can 
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pick up only the ground frequency to 
which its crystal has been set. 


* * * * 


Mx efficient railroad operation 
through the use of radiotelephones 
on freight trains was foreseen by West- 
em Electric Company after tests con- 
ducted with the Northern Pacific Railway 
Company over lines between Seattle and 
Yakima, Washington, and between 
Seattle and Portland, Oregon. 

The new radiotelephone equipment, de- 
signed by Bell Telephone Laboratories, 
consists of a radio transmitter and re- 
ctiver, handset-type microphone with 
push-to-talk button, loud-speakers and 
control unit, power supply equipment, 
and antenna. 

Railroads often use two locomotives 
over mountain grades, requiring coordi- 
nation of throttle positions in both en- 
gines, it was pointed out. This has proved 
difficult when the engines are half a mile 
apart and rounding a curve. The new 
radiotelephone equipment makes it pos- 
sible to start the trains smoothly with 
minimum danger of “breaks-in-two.” 

From the train-to-station tests, trans- 
mission to 12 miles was maintained with 
the station from the train, even up moun- 
tain grades. Beyond that, good communi- 
cations were interspersed with dead spots 
up to 24 miles. 

Besides the time saving, more satisfac- 
tory operations were assured in pulling 
inte sidings to let other trains pass, in 
determining whether the rear end of the 
train was on a siding, and in picking up 
additional cars, picking up trainmen, pre- 
paring for cut-in of helper engines, in 
switching operations, and in train-to-yard 
contacts. 

‘oe 82 


fe National Association of Rail- 
road and Utilities Commissioners 
reecntly announced receipt of a letter, 
dated August 6th, from the Federal Com- 
munications Commission, relative to the 
forthcoming general telegraph investiga- 
tion: 


As the state commissions have been 
advised, thiscommission has instituted a com- 
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prehensive investigation into the practices, 
operations, regulations, facilities, services, 
patents, contracts, management, policies, and 
all activities, arrangements, and plans of the 
Western Union Telegraph Company for or 
in connection with, or in any way affecting 
interstate telegraph communication service 
within the United States. Copies of the com- 
mission’s order of June 4, 1946, in. FCC 
Docket No. 7618, providing for this investiga- 
tion have been sent to all the state commis- 
sions, together with the commission’s opinion 
of the same date in FCC Docket No. 7445, 
regarding Western Union’s petition for a 
rate increase. The reasons for instituting the 
investigation in Docket No. 7618 are set forth 
in that opinion. 

We want to invite the codperation and 
assistance of the state commissions in this 
investigation. As the investigation progresses, 
we may desire to request specific kinds of 
assistance on specific problems. But at the 
present stage of the proceeding, it will be 
very helpful to us to receive, and we would 
hereby like to request, from the state com- 
missions, any information, observations, com- 
ments, or suggestions about the operations 
and services of Western Union in their state 
which they may consider material to the in- 
vestigation. 

x 


BG Hepecon as an advertising medium 
is expected to emerge soon from its 
enforced inertia of the war years, when 
allocations of materials abridged service 
and halted output of telesets for the con- 
sumer market, as television receiver 
manufacturers are preparing to expand 
production next month, it was learned 
recently. It is estimated that 100,000 sets 
will be on the market before the first of 
the year, while this number is expected 
to increase to almost half a million during 
1947. At present there are 5,000 sets in 
the metropolitan area of New York city. 

With these sets concentrated in the 
metropolitan area and the East, which 
have the richest market potential in the 
country, the gain in impressions the ad- 
ditional receivers will bring is seen as the 
necessary incentive to interest advertisers 
in the medium. The New York area is 
serviced by six operating stations in the 
East, three of them in New York. In ad- 
dition, now pending before the Federal 
Communications Commission are 76 ap- 
plications for transmitters in 42 cities, 
all of which are expected to be cleared be- 
fore the end of the year. 
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Consolidated Edison May Adopt 
Straight-line Depreciation 


HE issue over retroactive straight- 

line depreciation has come to the 
fore again. It will be recalled that several 
years ago considerable interest was 
aroused when Niagara Hudson Power 
was told by the New York state commis- 
sion that it should increase the system’s 
reserves very substantially in order to 
conform to the commission’s standards 
regarding accrued straight-line reserves. 
(However, Brooklyn Union Gas, Long 
Island Lighting, and other companies had 
already adjusted their reserves.) Chair- 
man Maltbie’s ideas regarding deprecia- 
tion seemed to have agreed with the 
judgments reached by George Goldth- 
waite, with whom he was associated some 
years ago. (The commission chairman, 
Mr. Maltbie, was himself considered an 
ep authority as far back as 1907- 
15.) 

Mr. Goldthwaite, a member of the firm 
of Hine, Goldthwaite & Mylott, public 
utility consultants at 7 Dey street, New 
York, has appeared as an expert witness 
for the New York commission, particu- 
larly with reference to depreciation ac- 
counting problems, a number of times. 
Recently his advice was sought in connec- 
tion with the commission’s hearings on 
the refunding program of Consolidated 
Edison of New York—first with refer- 
ence to the $9,000,000 bond issue of a 
subsidiary, Yonkers Electric Light & 
Power (to be guaranteed by Consolidated 
Edison), and, secondly, with reference to 
the $290,000,000 refunding program of 
Edison itself. 

The commission in a resolution dated 
June 12th and amended July 11th 
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Comment 
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authorized the Yonkers Company to in- 
vite competitive bids for its bond issue 
on condition that prior to its issuance 
the company should transfer $2,900,000 
from “Earned Surplus” to “Earned Sur- 
plus—Special,” the subaccount to be used 
“exclusively to increase the depreciation 
reserve in such amount as the commis- 
sion shall order after investigation.” 

This adjustment was, however, over- 
shadowed by the proposed accounting 
changes affecting the parent company in 
connection with the hearings on its own 
huge refunding program. At the August 
Ist hearing (PSC No. 12515), Mr. 
Goldthwaite testified that he had made 
“tentative” estimates of accrued deprecia- 
tion of utility plant which, in his 
opinion, indicated a deficiency as at June 
30, 1946, in the depreciation reserve of 
the Consolidated Edison Company of 
$160,334,000. Shortages were also esti- 
mated for the Yonkers Company at $2,- 
795,000; for Westchester Lighting Com- 
pany at $11,770,000; and for New York 
Steam Corporation at $10,532,000. Mr. 
Goldthwaite also testified that the annual 
depreciation accrued by Consolidated 
Edison Company for the calendar year 
1945 would have been only about $25,- 
000,000 on the straight-line basis, as com- 
pared with the reported accrual of ap- 
proximately $29,100,000. (This did not 
imply any criticism.) 

Mr. Goldthwaite further testified that 
in his opinion the book cost of the East 
river generating station was in excess 
of reasonable cost by $17,000,000 (which, 
however, can be reduced to $9,500,000 by 
an offsetting depreciation adjustment). 
Mr. Mylott also testified that the book 
value of the stocks of the three remaining 
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subsidiaries was excessive in the amount 
of $17,465,000. 


HE net effect of these various pro- 

posed adjustments would mean a re- 
duction in the net utility plant account of 
Consolidated Edison (together with the 
investment in subsidiaries) of about 
$238,800,000, which figure also includes 
refinancing costs of $39,353,733 and 
“questioned items” of $12,141,279. In 
any event, since the company has an 
earned surplus of only $87,817,307, this 
would be sufficient to wipe out the earned 
surplus and cut heavily into the book 
value of $392,095,820 assigned to the 
common stock. While the witnesses for 
the commission have not stated the de- 
tails of the lump sum estimates or ques- 
tioned items (except as to component 
items aggregating $12,141,279), and the 
Consolidated Edison Company has not 
accepted or concurred in the opinions and 
estimates of these witnesses, the manage- 
ment has under consideration the calling 
of a special meeting of stockholders for 
the purpose of amending its certificate of 
incorporation by changing the statement 
therein respecting capital, and reducing 
capital by approximately $160,000,000, in 
order to provide for such depreciation 
and accounting adjustments as may here- 
after “be determined to be proper and 
necessary.” 

In a rate case (No. 12455) proceeding 
simultaneously before the commission, 
a witness for Consolidated Edison indi- 
cated that the company proposed to estab- 
lish new rate classifications which would 
reduce charges for electric service by 
some $6,000,000 annually. 


HE question seems to arise whether 

the refunding program was “worth 
the candle.” Assuming that the company 
could do its refunding on an average 2.75 
per cent net yield basis ( which is problem- 
atical because of the average long ma- 
turity proposed), the saving would ap- 
proximate $2,175,000. (One witness’ 
estimate was $2,160,586 based on 2§ per 
cent bonds.) Refunding savings on the 
preferred stock might amount to 1} per 
cent or about $3,300,000. (This opera- 
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tion would, it is assumed, follow at some 
later date.) After tax adjustments the 
net aggregate saving might approximate 
$4,150,000. On the other hand the rate 
cut after adjustment for tax saving of 38 
per cent would initially cost the company 
$3,700,000—though it is usually assumed 
that lower rates stimulate business so that 
some part of the loss is recouped. 

Thus it appears that the company has 
paid a heavy price to gain approval of its 
financing. Not only would the immediate 
monetary gain be small after passing 
most of the benefits to consumers, but the 
result of the accounting adjustment pro- 
posed by the commission would have a 
serious effect on the rate base and the 
allowable earnings for “fair return.” On 
the basis of the present book value (Con- 
solidated Company basis) net utility plant 
at the end of 1945 was $1,010,000,000, to 
which might be added an arbitrarily esti- 
mated $90,000,000 for working capital, 
making a total of $1,100,000,000. Operat- 
ing income for the year approximated 
$54,000,000 so that the net return was 
slightly under 5 per cent. 

This result will change drastically, 
however, if the proposed adjustments are 
put into effect. While the estimate of a. 
total shortage of $238,800,000 cannot ac- 
curately be applied to the consolidated 
balance sheet figures, we shall assume for 
convenience that it may be so applied, re- 
ducing the net investment in plant to 
$861,000,000. Figuring on a very ap- 
proximate basis, operating earnings 
would on the one hand be reduced $3,- 
720,000 as a result of the rate cut (less 
38 per cent tax savings), while on the 
other hand they would be increased some 
$3,100,000 by reduced depreciation ac- 
cruals (less increased taxes). Assuming 
some recovery due to increased business, 
we can estimate that earnings would re- 
main about the same. But the rate of re- 
turn, instead of being under 5 per cent, 
would now amount to 6} per cent. 


HE question remains as to whether 
the refunding program was advis- 
able in view of the “hard bargain” which 
the state commission was prepared to 
drive in forcing full application of. 
AUG. 29, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


straight-line depreciation. (It could, of 
course, use such accounting in its own 
calculations for rate-fixing purposes.) 
The answer appears to be that the com- 
pany was not altogether sure that it 
wanted to proceed. The refunding pro- 
gram might normally have been consum- 
mated almost a year ago. The company 
apparently decided to “feel its way” with 
the small Yonkers financing. Approval 
of this small issue was reported to have 
been delayed at Albany for several 
months for reasons not clear. Meanwhile 
the commission consulted its staff and the 
independent experts on the accounting 
changes deemed desirable for the entire 
program. 

Finally, although it had not yet 
approved the Yonkers financing, the com- 
mission issued a statement to the news- 
papers, blaming the company for. post- 
poning its major financing and risking 
loss of favorable market conditions. 
Under this pressure the company im- 
mediately filed its big program and the 
commission followed suit by releasing 
the Yonkers deal. (The latter ran into 
some “heavy weather” with the SEC, but 
that is a separate story.) 

Returning to the question of straight- 
line depreciation, Mr. Goldthwaite’s 
views were originally expressed as far 
back as 1923. In the gas rate case (No. 
9733) of the Rochester Gas & Electric 
Corporation in 1939, he testified (SM 
3850) as follows: 


Thus, in my opinion, any study of present 
value is nonsensical which does not take into 
account future life expectancy. In view of 
the vast amount of statistical experience, as 
well as common observation on the relation- 
ship between age and future life expectancy, 
I believe it is wholly irrational to prepare a 
valuation study which does not take into ac- 
count the age of the property. ... Havi 
studied the matter at considerable length an 
over a long period of years, I believe the 
straight-line method is reasonable both for 
accounting and for depreciation study pur- 
poses. If applied properly the results will be 
absolutely equitable between producers and 
consumers regardless of minor deviations 
from precise theoretical accuracy and there 
is no other method within my observation 
which is likely to come closer to theoretical 
accuracy, and it has furthermore the merit 
of simplicity. 
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Mi GOLDTHWAITE criticized the re- 
tirement reserve method of pro. 
viding depreciation (now largely aban. 
doned by utility companies). He also 
held that the sinking-fund method is jl: 
logical because it provides (in the sum of 
increasing depreciation and declining 
earnings) equal annual payments over 
the life of the property, so that the same 
amount is paid (as a theoretical rental) 
on the last year when the machine is 
practically worn out and obsolete as 
when it was new. In contrast, the 
straight-line method results in decreasing 
“rental” payments by the user (the sum 
of constant depreciation plus declining 
earnings) as the value of the machine de- 
creases. (SM 3855-62.) To find accrued 
depreciation he used, in addition to his 
observation and experience, the associ- 
ated mortality characteristics together 
with the known age of the property. An 
error either in life or salvage estimate, 
which would produce too much accrued 
depreciation, would have the effect of al- 
lowing the company excessive annual de- 
preciation, and vice versa. Thus froma 
rate case standpoint errors of judgment 
tend to offset each other on the straight- 
line basis. 

Space is lacking in this article to an- 
alyze Mr. Goldthwaite’s views in detail. 
(The department has commented from 
time to time on straight-line depreciation, 
particularly in connection with the 
NARUC study sometime ago.) It is true 
that straight-line depreciation is largely 
used in the industrial field. In the utility 
industry’s transition from the retirement 
reserve method to the depreciation 
method, it is possible that the sinking- 
fund method (first used before 1930 to 
any considerable extent for regulatory 
procedure in California and Wisconsin) 
has gained popularity because it results in 
a less radical readjustment of reserves 
than straight-line depreciation. On the 
other hand, it also tends to result in the 
understatement of earnings through 
overaccruals, which may be desirable 
from the stockholders’ standpoint, if not 
the consumers’. 

It is difficult to appraise the relative 
extent to which regulatory authorities 
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favor one method or the other. The Fed- 
eral Power Commission, the Federal 
Communications Commission, and the 
Interstate Commerce Commission are 
sid to favor straight-line depreciation 
(although the ICC has been very slow in 
forcing its adoption by the railroads). 
The Securities and Exchange Commis- 
sion has not fully clarified its views. The 
New York commission appears to have 
been a leader among the state commis- 
sions in favoring its adoption. 


* 


Wall Street Analyses of 
Utility Securities 


orn & Co. has prepared a summary 
of preferred and common stock is- 
sues in 1946 (to July 3lst). Of the 213 
common stock issues reviewed, the fol- 
lowing results were obtained by compar- 
ing the offering price with the market 
price on August Ist: 85 (39.9 per cent) 
showed an advance over the offering 
price; 88 (41.3 per cent) showed a de- 
cine; and 40 (18.8 per cent) were ap- 
proximately unchanged from the offering 
price. Of the 92 preferred stock issues 
reviewed 33 (35.8 per cent) showed an 
advance over the offering price ; 36 (39.2 
per cent) showed a decline; and 23 (25 
per cent) were approximately unchanged. 

Of the 15 utility stock offerings only 
3—Tennessee Gas & Transmission 
(January), Dayton Power & Light 
(June), and El Paso Natural Gas (July) 
showed gains over the offering prices. 
Three others, Arkansas-Missouri Power 
(May), Pacific Gas and Electric (May), 
and Central Ohio Light & Power (July) 
showed practically no change in the 
offering price, while the remaining 9 
issues showed declines, averaging in the 
neighborhood of 5-10 per cent. The study 
included only 3 utility preferred stock is- 
sues, all of which showed gains. 


ig Haupt & Co. has issued a study on 
4 Pennsylvania Power & Light, describ- 
ing the company’s background, capital 
changes and accounting adjustments, the 
rate base and permitted earnings as de- 
termined by the Pennsylvania commis- 
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sion in 1945, dividend restrictions, and 
current earning power. The firm esti- 
mates that “earnings of around $1.90 to 
$2 per share for 1946 are not too much 
to expect, and on this basis the stock 
seems underpriced at 21} . . . there is 
apparently no rate base restriction on 
earnings until they exceed . . . $2.65 per 
share based on present capitalization.” 

First Boston Corp. has issued a 5-page 
study on Northern Indiana Public Serv- 
ice Company, including a number of 
tables. It concludes that, while the 
company’s earnings will remain rather 
sensitive to business fluctuations, they 
should reflect the long-term business de- 
velopment expected of the territory 
served. Moreover, recent changes have 
been favorable, including (1) better con- 
trol of operating expenses, (2) complete 
revamping of the capital structure, (3) 
a much sounder gas business, and (4) 
addition of many new residential and 
commercial customers through acquisi- 
tion of important distributing companies. 

After considering various current fac- 
tors in earnings such as taxes, strikes, in- 
creased residential business, rate reduc- 
tions, etc., George Perrin estimates 1946 
earnings at $1.75 to $1.85. The present 
peculiar restrictions limit dividends to 
50 per cent of available earnings for the 
preceding calendar year if the ratio of 
common stock equity to total capitaliza- 
tion is under 20 per cent, and 75 per cent 
if the ratio is between 20 per cent and 25 
per cent. Since the 20 per cent ratio was 
first reached in May, 1946, only 25 cents 
was paid on June 10th (indicating an an- 
nual rate of 50 cents). However, First 
Boston Corp. feels that an annual rate of 
$1 may be expected “within a reasonably 
short period,” with payments on a 
quarterly basis “after public ownership 
of the stock is completed.” 


—— & Co. has issued a 3-page 
study on Carolina Power & Light 
common stock, which is currently traded 
around 373 on a “when distributed” 
basis. The stock is being distributed to 
stockholders of National Power & Light 
as of August 23rd. The current price is 
slightly over 11 times the 1946 earnings 
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of $3.25 estimated by Truslow Hyde. 
While the company earned only $1.67 
pro forma last year, current earnings are 
running almost twice as heavy because of 
tax savings—$1.84 in the first half, com- 
pared with 88 cents in the corresponding 
period of 1945. However, a rather sub- 
stantial rate reduction was initiated in 
June so that second-half earnings are 
estimated at only $1.41. 

While industrial demand from textile 
and lumber mills may decline in the 
future, the company has a $4,000,000 ex- 
pansion program by which it expects to 
connect about 25,000 new residential and 
rural customers; growth should also be 
accelerated when household and farm ap- 
pliances become available, and substan- 
tial economies are expected as a result of 
new equipment. Josephthal & Co. con- 
cludes that the company should be able 
to maintain future earnings of around $3 
a share, and while this would mean almost 


a 7 per cent return on capital, it is fel 
that such a level of earnings can be justi- 
fied by low plant value (at original cost) 
and a favorable rate structure. 
Dividend restrictions are similar to 
those described for Northern Indian, 
Public Service. (See page 299.) President 
Sutton has indicated that the company 
hopes to “materially increase” common 
dividends over the 66 cents a share paid 
in the past three years. Since the 20 per 
cent requirement should be met by the 
end of the year, and a large part of the 
expansion program will be completed, 
Mr. Hyde concludes that a dividend rate 
of $1.40 to $1.60 could easily be paid. 
This would return a yield somewhat less 
than now obtainable on many other utility 
issues, but a more liberal policy should be 
possible in the future, and the current 
price-earnings ratio is relatively low, 
while the company operates in a rapidly 
growing section of the country. 
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ELECTRIC-GAS HOLDING COMPANY STOCKS 
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Where Price 
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National Power & Light 

Niagara Hudson Power 

North a Co. 
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(a) Parent company basis. (b) Payments irregular. (c) Four per cent in Pacific Gas and 
Electric common stock, worth at recent market price $1.80. On the latter basis the yield is 53 
cent. (d) Liquidating dividend of $3 paid in 1945. (e) In six months ended June 30, 194, 
S151 was earned. (f) Being currently reorganized. (g) Liquidation expected in 1946. (h) Com- 
pany recently paid $7.50 arrears and the stock may be retired this year. 
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What Others Think 


Failure of Lobby Probe Moves 
Stirs Washington Comment 


| eee Washington political observers 
were surprised when Congress ad- 
journed on August 2nd without having 
acted upon any of the several demands 
for lobby investigations which had been 
presented during the recent session. On 
the other hand, there had been a great 
deal of conjecture in these quarters as 
to the circumstances leading to the failure 
of the investigation moves, which, at one 
time or another, appeared to have power- 
ful backing. 

Congressman Adolph Sabath, Illinois 
Democrat, who is dean of the House of 
Representatives in point of service, in- 
troduced the principal legislative proposal 
for an investigation in that chamber. The 
Sabath resolution, presented last spring, 
called for the appointment by the Speaker 
of a 5-man committee to review the ac- 
tivities of groups allegedly lobbying 
against housing, price-control, and public 
power legislation then being considered 
by Congress. 

This propdsal received the endorse- 
ment of Speaker Sam Rayburn, Demo- 
crat of Texas, who made one of his in- 
frequent speeches on the floor of the 
House to support Representative Sabath. 
Speaker Rayburn addressed his remarks 
chiefly to opposition which had developed 
against public power bills. On this point, 
he remarked: “This town [Washington] 
has for the past six months been seething 
with utility lobbyists.” 


ONE the less, the Sabath resolution 

died in the House Rules Commit- 

tee, despite the fact that Congressman 
Sabath was chairman of that group. It 
was reported that other members of the 
Rules Committee insisted upon amending 
the measure to include provisions objec- 
tionable to the chairman, who thereupon 
abandoned it. Certain Congressmen, dur- 
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ing this period, made no secret of their in- 
tentions to demand that any lobby inves. 
tigation which came to a House vote be 
broadened in scope to cover the activities 
of certain Federal agencies in promoting 
legislation in which they were interested. 

Incidentally, the House was consider- 
ing the controversial Interior Depart- 
ment Appropriations Bill at the time this 
resolution was introduced. Speaker Ray- 
burn, Congressman Sabath, and a group 
of Representatives of the so-called liberal 
House bloc led a successful movement to 
return to this bill a number of items for 
Federal power facilities which had been 
eliminated by the Appropriations Com- 
mittee. 

When this measure reached the Senate 
floor, after some of the same items had 
been again cut out in committee, another 
warm debate developed. During this con- 
troversy, Senator James Murray, Demo- 
crat of Montana, introduced a resolution 
which would have provided an investiga- 
tion of “power lobbying” exclusively. 
Senator Murray and Senator Lister Hill, 
Democrat of Alabama, spoke at length 
in favor of this proposal. Both also were 
leading proponents of Interior Bill 
amendments which restored funds for 
public power expansion. 

The Murray resolution was referred to 
the Military Affairs Committee, which 
was to have conducted the investigation 
it called for. No further action was taken 
on the measure, however, nor was there 
any further mention of it by its sponsors 
during the Senate’s subsequent proceed- 
ings. 


Be possible explanation for the sud- 
den demise of this movement was 
advanced by Arnold Kruckman, Wash- 
ington representative of Western Con- 
struction News, in the July, 1946, issue 
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WHAT OTHERS THINK 


of that publication. His article, which 
was written shortly after the Murray 
resolution was introduced, predicted its 
probable failure to achieve passage. He 
said : 

It is not .. . likely that anything Senator 
Murray and his followers may do will finally 
cause the Congress to embark on this witch 
hunt. The enterprise might be too full of 
dynamite for the friends of public power and 
socialization, If there is any investigation of 
lobbying and lobbyists, it will unquestionably 
be sweeping, more sweeping than any of the 
82 which have gone before; and the weather- 
wise politicians on the Hill and in the Hollow 
are acutely conscious that the people want 
to know about all the lobbies, which would 
naturally embrace those curious people from 
the Federal government agencies who virtu- 
ally do nothing from one end of the year to 
the other except flutter, hover, and ubiqui- 
tously gadfly all over Capitol Hill; when 
Congress adjourns or recesses, they frequently 
“go in the field,” where by more amazing 
coincidences they apparently follow close on 
the heels of some members of the Congress 
who need help, or need attention of another 
kind. 


Mr. Kruckman then speculated as to 
the horizons which might be opened to a 
congressional investigating committee 
which traced the activities of Federal 
agency employees in the “hinterlands.” 
In California’s Central valley, he sug- 
gested, there might be some extremely in- 
teresting subject for study. He con- 
tinued : 


There would undoubtedly be an effort to 
find out if it is true that a consulting engi- 
neer may be employed by an agency such as 
the Department of the Interior, or by a sub- 
ordinate part of an agency such as the 
Bureau of Reclamation, to educate the mem- 
bers of Congress to the viewpoint from 
which stems a policy which might be in con- 
flict with the social, political, and economic 
point of view of people in an area such as 
Central valley, Columbia valley, Missouri 
valley, and other parts of the West. If it is 
true that such “educators” are maintained by 
Federal government agencies such as, for in- 
stance, the Bureau of Reclamation or the 
Department of Interior, or the Department 
of Agriculture, the Rural Electrification Ad- 
ministration, the Office of Price Administra- 
tion, even the Army and the Navy, the 
question would logically arise why it is evil 
for the people, and their business units, to 
maintain similar “educators.” It is no secret 
in Washington that there are representatives 
of various Federal government agencies and 
departments, constantly present in the Capitol 


who often have desk space, or even office 
facilities, either in the Capitol building itself 
or in the House or Senate Office buildings. 


ucH Federal agency representatives, 

the writer added, sometimes are 
designated as “legislative liaison con- 
sultants” or “consulting engineers, or 
economists, or statisticians, or public re- 
lations experts.” No objection is offered 
to the services rendered by these “con- 
sultants” in giving technical advice to 
Congressmen “who do not know where to 
turn for responsible and reliable data and 
counsel.” 

At times, however, this advice takes 
a different turn. Some of the consultants 
are reported to have demonstrated to 
Congress, in connection with a particular 
measure under urgent consideration, 
what the people “out in the field” may 
think about debatable legislation. 

This is accomplished by inspiring 
the people “in the field” to loose “a bar- 
rage of communications” by telephone, 
telegraph, or letter, or even by bringing 
“delegations of homespun voters from 
critical points to impress upon the mem- 
bers of Congress that the point of view of 
the government counselor is correct.” 

The Kruckman article concludes with 
the thought that if the general public 
wants an investigation of what activities, 
if any, along these lines are being 
financed with the taxpayers* money, it 
can have such a probe. However, if the 
public continues apparently uninterested, 
it cannot blame Congress for failing to 
institute investigatory proceedings. 

Apparently, the lobbying regulation 
provisions of the new Congressional Re- 
organization (LaFollette-Monroney ) Act 
will not affect these Federal agency “con- 
sultants” described by Mr. Kruckman. 
This section of the law specifically ex- 
empts from its requirements “any public 
official acting in his official capacity,” 
which seems broad enough to cover the 
activities of bureau personnel who deal 
with legislative matters. 


HERE is considerable confusion in 
other quarters, however, as to the 
effects of the principal requirements of 
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this proviso—registration with the clerk 
of the House and secretary of the Senate 
of persons who attempt to “influence” 
legislative action, and accounting for all 
funds received and spent by such persons. 
Various associations with representatives 
in Washington are taking the view that 
this may not require the registration of 
an association formed chiefly for pur- 
poses other than the “influencing” of leg- 
islation. They feel, rather, that it likely 
will necessitate the registration of their 
staff members, if any, who engage in 
actual liaison work at the Capitol. 

This interpretation is based both upon 
the rather vague language of the lobbying 
provisions and upon an interpretation 
rendered by one of the authors of the 


bill, Senator LaFollette, Republican of 
Wisconsin, on June 6th on the floor of 
the Senate. At that time Senator LaFol- 
lette said: “It [the registration proviso] 
does not apply to organizations formed 
for other purposes whose efforts to in- 
fluence legislation are merely incidental 
to the purposes for which they were 
formed.” 

As a result, major trade associations, 
the larger labor unions, and other groups 
operating in Washington are planning 
tentatively to register only their “con- 
tact men,” or those representatives who 
actually follow the progress of legisla- 
tion in which they are interested and deal 
with Congressmen in regard to same. 

—W.B.W. 





Management’s Right to Manage 


C= important responsibilities 
which face management under the 
American system of enterprise were set 
forth by Gwilym A. Price, president of 
Westinghouse Electric Corporation, at a 
luncheon gathering at the Park Lane 
hotel, on July 17th, in New York city. 
In addressing the seventy editors of 
technical publications who were present 
as guests of the corporation, Mr. Price 
made these pertinent observations as to 
what his company considers to be man- 
agement’s paramount responsibilities : 


First of all, we have very definite responsi- 
bilities to our stockholders. They are the 
backbone of private enterprise and provide 
the funds upon which all productive enter- 
prise is based. Without these funds, invested 
at a definite risk, there could be no factories, 
tools, products, or employment. In a very 
real sense, we are leasing from them all the 
varied means of production. . . . Secondly, 
we have equally binding responsibilities to 
our employees. How well a business is run, 
how much it produces, and how well it pays 
are in the last analysis dependent on the skill 
and diligence of its employees. . . . Workers, 
too, are investors with a very real equity of 
hard work and creative endeavor in the com- 
pany they work for. We feel that to them 
management owes the promise of maximum 
job security through continuity of work, the 
opportunity of advancement and higher 
wages, and the sense of belonging to a pro- 
ductive and growing enterprise. .. . 
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The sense of belonging, I feel, is also very 
important, even though it may be difficult to 
achieve in industries where huge numbers of 
employees are involved. But it is manage- 
ment’s job to make the employee feel that he 
is a necessary part of the entire enterprise, not 
just “the hand that turns a wrench.” This 
can be achieved only by a much closer 
relationship between management and 
workers, and by a complete disappearance 
of the so-called “class conflict.” 

Finally, management owes allegiance to the 
public, to those who buy and use the products 
of industry. That obligation is simply to 
manufacture the best possible product at the 
lowest possible cost. But, in a larger sense, 
it is the responsibility of a guardianship. For 
the people of America have entrusted indus- 
trial management with the tremendous task 
of providing them with all the necessities, 
comforts, and conveniences of a high stand- 
ard of living. If we fail, then we endanger the 
whole system of free enterprise on which the 
prosperity and greatness of the nation are 
based. 


Bw Westinghouse president then 
declared that to meet fairly and 
squarely these obligations of management 
to those who buy, make, or finance the 
company’s products, it is necessary that 
management have free exercise of cer- 
tain rights. This, he said, was the real es- 
sence of their stand during the recent 
strike. Among the specific points he made 
were these: 
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“OH, GENTLEMEN, ISN’T THIS MARVELOUS? IT WAS ON MY FINGER ALL 
THE TIME” 


We feel very strongly that management 
must have the exclusive right to establish 
the methods of manufacture, the equipment 
to be used and processes to be followed, and 
to administer all incentive systems. How else 
could we meet our responsibilities to stock- 
holders, employees, and the public, if control 
of the techniques of production did not rest 
in our hands? ... 

Our obligations to stockholders demand 
that we have certain rights with regard to 
use of their funds. Management alone should 
reserve the right to decide how these funds 
can best be apportioned. During the strike 
we were criticized for the amount of money 
we placed in our reserve fund. Why, we were 
asked, couldn’t some of this money be dis- 
tributed to employees in the form of in- 
creased wa Our answer was and is that 
our obligations to all concerned required that 
we lay aside sufficient funds for future 
growth, for possible emergencies, and for 
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research and development on new products 
that in turn lead to more jobs. This right 
enables us to meet our responsibilities not 
only to stockholders, but to employees as 
well, by guarding against slimmer days and 
thus helping insure continuity of work. 

Our obligations to employees also require 
the exercise of certain rights. Should a 
supervisory employee, promoted from the 
bargaining unit, be penalized for that fact? 
We feel not, and insist that it is the right 
of management to see that he is not. Should 
any employee be forced to belong to the 
union, or be discriminated against because he 
wants to withdraw from the union? We feel 
not, and insist that it is the right of manage- 
ment to guarantee such an employee freedom 
of choice. 

As I said before, a firm definition of these 
rights was the most significant thing to come 
out of the strike. I hope you will agree that 
these are not peremptory or dictatorial 


AUG, 29, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


powers. They are simply the necessary 
complement of our obligations. We cannot 
meet our responsibilities unless we first have 
free and untrammeled control of our rights. 


vAN to concrete gains which came out of 
the strike, Mr. Price mentioned the 
establishment of management’s responsi- 
bility to administer an incentive system, 
and certain points dealing with union 
procedure. The company’s attitude to- 
ward its employees, he said, is based on 
the following principles: 


1, A right to employment regardless of af- 
filiation with any religious, fraternal, labor, 
political, or social organization. 

2. Recognition of the right of the employee 
to determine the form of representation he 
considers advisable. 

3. A desire and interest on the part of 
management for the opportunity to discuss 
subjects of collective bargaining with au- 
thorized employee representatives. 

In a large-scale industry it is next to im- 
possible, we recognize, for the individual em- 
ployee to make himself heard effectively. 
What is needed is a bargaining unit—a col- 
lective spokesman—which can express the 
united wishes of the great mass of workers 
and press for their fulfillment. This task 
the unions have helped perform. 

Unions can also serve in other useful ways. 
For example, unions make it necessary for 
management’s policies to be more stable and 
more adequately defined, and also more con- 
sistent throughout the plants located in dif- 
ferent cities. If the labor organization is 
mindful of its responsibilities it can be help- 
ful in solving minor grievances in their early 
stages and prevent their becoming major 
problems. 

But while we recognize the benefits that 
unions have won for their membership, we 
also feel that they have certain shortcomings 
that offer a real danger to their future ef- 
fectiveness. Unions represent large masses of 
people, with power invested in an elected 
few. For that reason it is vital, we think, 
that unions must be genuinely democratic in- 
stitutions led by wise leaders. 


To illustrate the failure of unions at 


times to meet democratic standards, the 
speaker then cited an incident which hap- 
pened at the Westinghouse East Pitts- 
burgh plant: 
... At a meeting for the election of union 
committee chairmen, according to a news- 
paper report, only 275 out of a total of 17,000 
voting members were present to cast ballots, 
By contrast, at the last presidential election 
the American people were chided because a 
mere 50 per cent had gone to the polls. But 
here is a case in which 13 per cent of the 
union membership voted at an important 
election. That, we believe, is a dangerous 
tendency and bodes ill for the future of 
unions. 

However seriously we are concerned with 
such trends, there is nothing that manage- 
ment can do in this situation, because of the 
stringent restriction of the Wagner Act. It 
is up to the unions themselves to make their 
organizations working examples of democ- 
racy and wise leadership. For our part we 
would welcome such a move and encourage it 
to the best of our ability and to the limits 
set by law. 


N closing, Mr. Price observed that while 
the strike imposed severe hardships on 
the company, its customers, and its em- 
ployees, the management was firmly con- 
vinced that only by sticking to its con- 
victions could it ensure the continued suc- 
cessful progress of the company. He ex- 
pressed the belief that the complex rela- 
tionship between management, the union, 
and employees has been clarified to the 
benefit of all, and that the gains more 
than justify the long and bitter struggle 
that was necessary to achieve them. 

The impression remained, when the 
Westinghouse president had finished his 
remarks, that in his forthright statements 
were outlined principles upon which 
American industry, with management 
and employees working together, can 
function under the free enterprise system 
for the benefit of all concerned. 





“Who Gets the Consumer’s Dollar?” 


tio this heading, the leading article 
in the July 3lst Guaranty Survey, 
published by Guaranty Trust Company 
of New York, casts much needed light 
upon this question, regarding which there 


are radically mistaken notions. The ar- 
ticle states: 
A popular poll reported recently in the 


press indicates that, in nearly three cases out 
of four, the “man on the street” who has an 
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opinion on the subject believes that “capital” 
receives a larger share of the products of 
industry than labor—that, after all other 
costs are paid, “capital” gets more than half 
of what is left, and labor less than half. 

Any such belief is so grossly at variance 
with readily available facts that it would 
seem almost superfluous to refute it. Yet, 
as long as such beliefs are widely held, they 
are the foundation on which the political, 
social, and economic actions of the people are 
based ; and, unless they are dispelled, the af- 
fairs of a democracy can hardly be expected 
to proceed on a reasonably intelligent basis. 
The effects of industrial unrest are tragic 
enough in any case, but they are doubly tragic 
if they arise from such profound misconcep- 
tions as this. 


The author observes that “businessmen 
are often blamed for not placing eco- 
nomic facts more clearly and forcefully 
before the people; and, since their own 
interests are directly involved, a share of 
the responsibility for such ‘education’ 
would seem to be theirs.” Then, after 
commenting that the apparently prevalent 
idea that capital rather than labor receives 
the major share may be due to careless 
or biased reading of available data, the 
article refers to figures compiled by the 
National Industrial Conference Board. 


HESE figures, based in part on census 

data, but with duplications elimi- 
nated, salaries included with wages, and 
value added by manufacture broken into 
its constituent elements of cost and profit, 
it is stated, present a truer picture of the 
actual costs and profits in manufacturing. 
The resulting figures indicate, the article 
goes on to say, that 


. in 1939 more than 64 cents of the con- 
sumer’s dollar went to pay for materials, 
fuel, purchased energy, depreciation and de- 
pletion, taxes, and miscellaneous expenses, 
exclusive of interest and labor costs; nearly 
31 cents went to pay wages and salaries; and 
less than 5 cents remained for interest, divi- 
dends, and profits for reinvestment in busi- 
ness operation. The return to “capital,” in- 
stead of exceeding the return to labor, 
amounted to less thari one-sixth of the return 
to labor. (Interest, which is an item of cost 
from the standpoint of the business enter- 
prise, is included here with profits because 
it is a return to “capital” in the commonly 
accepted sense.) If it be objected that the 
salaries of central administrative personnel 
are not truly a part of the return to labor, 
such salaries can be shifted from the labor 
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category to the general-cost category. This 
shift has little effect on the picture; the re- 
turn to iabor is still more than six times the 
return to capital. 


Commenting that similar comparisons 
may be made for some of the companies 
involved in the recent strike wave, the ar- 
ticle mentions General Motors, seven 
leading steel companies, the electrical 
equipment companies, and two meat 
packing companies as illustrations. It 
then proceeds to mention that these com- 
parisons deal exclusively with the private 
sector of the economy : 


. .. If the activities of governmental bodies 
are included, the relative share received by 
labor continues to show a heavy preponder- 
ance, 

The estimates of national income show 
the total compensation of employees, includ- 
ing salaries and wages, work-relief wages, 
Social Security contributions of employers, 
and other labor income, which consists of 
employers’ contributions to pension funds 
under private plans and under systems for 
government employees, compensation for in- 
dustrial injuries, etc. Income to “capital,” 
that is, to others than employees, includes net 
income of incorporated business (dividends 
plus corporate savings), net income of pro- 
prietors, interest payments and accruals, and 
net rents and royalties. 

During the period from 1929 to 1945, in- 
clusive, the share of total national income 
received by employees ranged from a low of 
64 per cent in 1929 to a high of 79 per cent 
in 1932, with an average of 70 per cent for 
the entire period. The share received by 
capital, as defined above, ranged from 21 to 
36 per cent, with an average of 30 per cent. 
The distribution in 1945 was 71 per cent to 
employees and 29 per cent to owners and in- 
vestors, or nearly 23 to 1. These figures, like 
those cited previously, overstate the return 
to “capital” because of the inclusion of the 
total amount of proprietors’ earnings in the 
capital category. 


ALLING attention to the need for 

wider information, the author closes 

his informative article with this pertinent 
observation : 


The comparisons shown above are of in- 
terest primarily as an indication of the shock- 
ing misconceptions regarding elementary 
facts that appear to underlie much of the 
current economic and political unrest. If the 
nation is to recover from the effects of war 
with a minimum of further industrial pros- 
tration, there is an urgent need for more 
effective means of bringing such facts to the 
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attention of those who work and those who the general economic scene, that there is 

vote, growing recognition of the need of educa- 

It becomes increasingly apparent from tion along intelligent lines to aid the 
the statements of business leaders, edi- American people to know the facts in 
torials in the metropolitan press, and the these economic matters. 


comments in publications touching upon 


—RS.C. 





Outlook for Natural Gas in Competition 
With Other Fuels 


hy a paper on “The Economic Future 
of the Natural Gas Industry,” read 
before the convention of the Arkansas 
Utilities Association at Hot Springs re- 
cently, Colonel Willard F. Rockwell, 
president of Rockwell Manufacturing 
Company of Pittsburgh, made some in- 
teresting comments upon industrial and 
economic developments in this country 
and their bearing upon the natural gas 
industry. 

Colonel Rockwell stated that the de- 
flationary forces which have prevented 
the inflation (which followed every war 
since 1860) from lowering our standard 
of living have “come from low-cost trans- 
portation, the use of electrical energy, 
mass production methods, and chemical 
developments.” Continuing, he said: 

When the white man came to the eastern 
shores of this country, there were no beasts 
of burden, except the human body, and the 
white man brought the four-legged carriers 

and the wheeled vehicles. From 1860 to 1880, 

the civil engineer planned and built the rail- 

roads and canals which cut transportation 
costs. From 1880 to 1900, the electrical engi- 
neer developed a method of transmitting 
power to homes and factories from one great 


The higher cost of coal increases the cost 
of transportation, which in turn increases the 
cost of coal at the point where it is consumed. 
Coal in its native state requires a large 
amount of labor for its production, trans- 
portation, and distribution, so that coal, as 
a fuel, or a source of power, rises rapidly in 
cost where labor costs rise either from 
higher hourly wages or from restricted out- 
put, or both. It likewise affects electrical en- 
ergy which is derived from coal. Fuel oil is 
less affected by higher labor costs than coal. 
Natural gas is least affected by rising labor 
costs, because it can be transported through 
pipe lines and, because it is compressible, it is 
fuel and energy provided in many cases with 
the most adaptable features for cheap and 
instantaneous conversion. 

The economic future of the natural gas 
industry in this country has had the benefit 
of all the great engineering advances and 
natural gas itself will eventually be one of 
the greatest sources of raw materials, because 
it is capable of being converted into synthetic 
foods, drugs, drinks, clothing, housing, and 
almost anything in the way of material needs 
of the human race. All we need is to drill 
a hole and set the tubing and the natural gas 
rushes forth with sufficient pressure to pro- 
vide its own transportation over a consider- 
able distance, and its possible uses are beyond 
the limits of our imagination. 


In closing, Colonel Rockwell observed 


roel Cane contral sation. rom that the “greatest threat to the future of 
1 to , the mechanical engineer the natural industry is government 
developed labor-saving machinery and mass control : gas sy 8 


production methods. From 1920 to the present 
time, chemical engineering made the greatest 
contributions, with new types of raw 
materials and reduction of processing costs. 


| was the speaker’s opinion that, when 
considering the competitive position 
of all available fuels, the “natural gas in- 
dustry has less to fear and more in its 
favor because it is less affected by labor 
costs for many obvious reasons.” He 
stated : 
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He added: 


If we can confine exploration, ownership, 
development, and use of natural gas to free 
enterprise, and eliminate government favorit- 
ism and folly so that-we can have both free 
and honest enterprise, the future of natural 
gas is assured because it can be the most im- 
portant contribution to the welfare of our 
people. We can be very grateful that this 
country has been especially favored with the 
largest potential supply in the world, even 
though we have wasted it for many years. 
Its economic future is as certain as anything 
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“AND BE CAREFUL HOW YOU DRIVE, DON’T GO SMACKING INTO THINGS AND 
SCRATCH UP THAT BRAND NEW PAINT JOB” 


can be which is subject to the frailties and 
follies of mankind. 


8 pe reference to the “threat of gov- 
ernment control” is a reminder of 
the extended investigations of the natural 
gas industry by the Federal Power Com- 
mission, during past months, and the 


many questions which have arisen at the 
various hearings, as to what the future 
holds for that business, especially in re- 
gard to Federal versus state regulation. 
The final hearing, held by FPC in Wash- 
ington, D. C., in June, may provide some 
of the answers. 





Employees Need to Be Told Facts About 
Our Economic System 


have affected communities where service 
is rendered by business-managed com- 
panies and by the municipalities them- 
selves. 


HE many strikes in practically all 
types of manufacturing industry 
during recent months have flared up also 
among the public utilities. These latter 
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That industrial management is aware 
of the menace in this situation to the func- 
tioning of our economic system, is indi- 
cated by the attention given to it at re- 
cent national gatherings of businessmen. 

At the meeting of the National Indus- 
trial Advertisers Association in Atlantic 
City, in June, Chester W. Ruth, director 
of advertising for Republic Steel Cor- 
poration, in his address on “Industry’s 
Missing Ingredient” declared that “the 
biggest immediate problem that confronts 
the managers of American industry today 
is to enlist the loyal and wholehearted co- 
Operation of its workers. The lack of such 
cooperation is industry’s missing in- 
gredient.” 

As background for that statement, Mr. 
Ruth quoted the words of industrial 
leaders and various press items, saying, 
“you have only to read the newspapers 
and your own favorite business maga- 
zines to realize that management’s biggest 
problem today is that of dealing with the 
people on its payrolls.” He then com- 
mented 

Is it not an astounding fact that in a 
nation which has achieved for its workers 
the highest standards of living in the world 
we are now confronted with three grim and 
heavily fortified road blocks on our way back 
to peace-time progress and prosperity? 

(1) Large groups of these workers 
neither have understanding of nor confi- 
dence in our American economic system. 

(2) Millions of these workers them- 
selves have actually become the source of 
a large share of antimanagement public 
opinion daily expressed in excessive union 
activity and biased government regulation. 


(3) The majority of these workers con- 
sequently see no reason why they should 


e 


Industrial Marketing 


Market research 
Product design 
Sales policy 
Distribution 

Catalog 

Magazine advertising 
Customer booklet 
Direct mail 
Billboard 

Radio 

Dealer training 
Advertising manager 
Advertising agent 
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give their best efforts to management in 
return for their wage dollars. 


Wren oes and labor, the speaker 
said, are no longer traveling the 
same road together. They are working 
at cross-purposes. He added: 

We shall have to admit frankly that 
management itself is largely to blame for 
these conditions. . 

Management has blundered in failing to 
recognize the full importance of good em- 
ployee relations. It has done a good job with 
its stockholders and its customers. It has 
given these two groups complete information 
about its organization, its equipment, its 
services, its products, and its markets. But, 
ironically enough, it has neglected the third 
group, equally vital to industry’s successful 
operation—its own employees. 


To overcome the lack of intelligent 
and full measure codperation of its 
workers presents to industry a job which 
becomes a matter of human engineering, 
Mr. Ruth said. Referring to a booklet, 
“More for Your Wage Dollar,” by 
Robert M. Creaghead, of Robert F. Stone 
& Company, Cleveland, he stated the au- 
thor’s belief that the “one answer to the 
problem lies in internal merchandising.” 
He presented the list below, prepared 
by Mr. Creaghead to show how the 
principal functions of industrial market- 
ing have their counterparts in internal 
merchandising, 

Mr. Ruth declared that internal mer- 
chandising means no more and no less 
than using the same skills, methods, and 
techniques which are employed in telling 
and selling customers and prospects “to 
tell and sell our own employees.” To do 
this, however, mental concepts and atti- 


Internal Merchandising 


Employee attitude and opinion studies 
Organization structure 

Organization policy 

Supervision 

Foreman’s manual 

Employee publication 

Employee manual 

Letters to employees 

Posters and bulletin boards 

Public address system and local radio 
Foreman training 

Industrial relations director 

Internal public relations counselor 
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tudes will require readjusting. He 
further added : 


_.. We must consider the workers in our 
plants and offices in the same light as we con- 
sider our customers. We must regard them 
not only as buyers but as citizens of their 
community and nation. We must study them 
as individuals and as groups whose loyalty, 
friendship, and codperation we must win. 
We must win them because the future suc- 
cess Of our companies and the preservation 
of our enterprise system depend upon it. 


While these remarks were addressed to 
advertising men representing industrial 
interests, the principal theme of the 
speaker—the threat to our economic sys- 
tem through the lack of a clear under- 
standing of it by the mass of employees— 
should be of interest to all those in utility 
managements who have intimately to do 
with personnel relations. 


—R.S.C. 





Cities Eye Utility Taxes 


yee recent action of the Ohio Su- 
preme Court in voiding an attempt 
by two cities of that state to move in on 
the rich preserve of utility tax revenues 
may be only a starter. True, the Ohio 
ruling knocked out the attempted local 
tax levies on gas, electric, and telephone 
bills as far as that state is concerned. But 
it does not affect, of course, similar moves 
elsewhere unless the courts and legisla- 
tures of other states accept the sound tax 
principle upon which the Ohio decision 
was based. 

This Ohio ruling was to the effect that 
where the state has itself entered the field 
of special taxation with respect to utility 
operations, then that field should be re- 
garded as preémpted for state taxation 
and, accordingly, immune from local tax- 
ation. Otherwise, utilities and their cus- 
tomers could well be burdened with layer 
upon layer of special taxes—Federal, 
state, county, city, school district, or what- 
not. 

Threatening directly and indirectly to 
increase the tax burden of telephone, tele- 
graph, and other public utility companies, 
cities both large and small throughout the 
country are still searching for new non- 
property tax revenues, analysis of cur- 
rent developments in the municipal fi- 
nance field discloses, according to recent 
disclosures of the Municipal Finance 
Officers Association. 


—— for increased municipal ex- 
penditures for payrolls, public works, 
and generally expanded postwar facili- 
ties and services is giving unprecedented 
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impetus to the trend of recent years to- 
ward the adoption of new municipal taxes 
and increased municipal sharing in the 
receipts of state-collected taxes. Public 
utility taxes have been prominently in- 
volved in such steps already taken, as 
well as in current proposals. 

The Rhode Island legislature consid- 
ered, but did not approve, earlier this 
year a bill calling for repeal of the local 
tax exemption heretofore granted in that 
state to telephone, cable, and telegraph 
companies. Likewise, the Missouri legis- 
lature considered, without approval, a 
bill proposing authorization of a 5 per 
cent consumer tax on gas, electric, and 
telephone utilities in the Kansas City 
school districts. 

Proposed but subsequently dropped 
this year by New York city’s Mayor 
William O’Dwyer was a local 5 per cent 
tax on utility bills, which would have been 
borne by those paying directly for the use 
of gas, electric, steam, telephone, and 
telegraph facilities. Other cities, includ- 
ing Jacksonville, Florida, and Minneap- 
olis are currently contemplating obtaining 
more local revenues from utilities. 

Taxes on privately owned utilities, in- 
cluding telephone companies, are one of 
the most lucrative sources of nonproperty 
tax revenues for cities at present. In- 
creased utility taxes have been levied in 
recent years by a number of cities, includ- 
ing, Memphis, Tennessee; Charleston, 
South Carolina; Pasadena, California; 
West Palm Beach, Florida ; Kansas City, 
Missouri; Wichita Falls, Texas; El 
Paso, Texas and Wichita, Kansas. 
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ESIDES direct utility levies, utility 
firms also are faced with the threat 

of having to share in the payment of a 
growing number of new local general 
taxes. That this trend can seriously affect 
the over-all level of taxes in the states 
was indicated when New York state’s 
legislature this year enacted reductions 
of $122,000,000 in state levies but au- 
thorized New York city to impose new 
local taxes with an anticipated yield of 
$69,000,000. The state tax cuts would 
have been more than offset had the legis- 
lature approved an originally proposed 
$142,000,000 New York city tax pro- 
gram. Among other things, New York 
city was authorized to raise its local sales 
tax from 1 to 2 per cent, and double its 
gross business and similar taxes. The 
abandoned proposals included a wage tax, 
as well as the public utility tax suggestion. 

Toledo took one of the most significant 
steps in the municipal revenue field this 
year with the adoption of a one per cent 
municipal income tax, estimated to yield 
between $3,000,000 and $4,000,000 a 
year. Inaugurated March Ist, the tax is 
levied on wages, salaries, and commis- 
sions of all residents and nonresidents 
earned in Toledo; net profits of all 
Toledo businesses and professions, or 
those conducted by non-residents in 
Toledo ; and on that part of the net profits 
of corporations earned in Toledo..The tax 
on wages and salaries is deductible by em- 
ployers from pay checks of employees, 
while those not classified as employees 
will pay quarterly declarations of esti- 
mated tax. 

Although Philadelphia is the only other 
city in which such a tax is currently ef- 
fective, the revenue potentialities of 
municipal income taxes are being consid- 
ered by many other municipalities. 
Among the cities where such levy has 
been suggested this year are New York, 
Boston, St. Louis, Minneapolis, and Mil- 
waukee, with similar proposals having 
been raised earlier in numerous others, 
including Dallas, Providence, Kansas 
City, and Detroit. 


RIOR to enacting its municipal income 
levy, Philadelphia abandoned a short- 
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lived local sales tax. Adopted in 1938, 
the sales tax, levied at the rate of 2 per 
cent, brought in only $6,793,614 during 
its 1l-month existence. Merchants said 
it cost 11,000 retail clerks their jobs, and 
blamed it for causing a drop of $53,200, 
000 in retail sales. 

Put into effect in 1940 at a rate of 1} 
per cent, the Philadelphia income tax 
yielded $16,195,139 that year, $18,377,- 
901 in 1941, and $24,762,041 in 1942. 
With the rate reduced to 1 per cent in 
1943, it produced $20,761,884; $22,315,- 
116 in 1944; and $22,430,458 last year. 
The tax is levied on salaries and wages 
and net profits of unincorporated busi- 
nesses and professions. Corporate profits 
are exempt because the measure rests on 
a state law granting the city the right to 
tax only objects not taxed by the state. 
Pennsylvania has a corporation income 
tax law, but does not tax other incomes. 

Besides New York city, municipal gen- 
eral sales taxes also are currently effec- 
tive in New Orleans, Atlantic City, San 
Bernardino, and Santa Barbara, Cali- 
fornia, and Charleston and Huntington, 
West Virginia. Various types of selec- 
tive sales taxes, business license taxes, 
and other new local levies also are pro- 
ducing sizable amounts of municipal 
revenues, 

Pressure for increased municipal shar- 
ing in the receipts of state-collected taxes 
also is increasing. The effect of this tax 
sharing is to either increase the state tax 
level or keep it higher than would other- 
wise be necessary. While only a few 
states share utility taxes with their 
municipal subdivisions, utility companies 
share the burden of other general taxes 
affected by the trend. 


NCREASED state aid to local govern- 

ments has spread rapidly in recent 
years. An indication of what may come 
is offered by the fact that last year 10 
states increased municipal sharing of 
state-collected taxes, while 4 states ex- 
tended new or additional direct aid to 
localities. Besides being pressured for a 
broadening of such aid, state legislatures 
may be asked in some instances to stabi- 
lize the assistance as was done this year 
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in New York state. The program enacted 
in New York state is designed to provide 
municipalities with definite amounts of 
financial assistance, rather than fluctuat- 
ing receipts. Main bill in the program 
pools revenue from shared taxes and 
provides for distribution to municipalities 
on a per capita basis. Other bills created 
two “rainy-day” stabilization funds, into 
which excess revenues from shared taxes 
will pour in good times, to be drawn upon 
in low-income periods. 

While the bulk of the nation’s munici- 
palities still rely predominantly on the 
local property tax, there already are 
significant exceptions. The Municipal 
Finance Officers Association reports, for 


example, that Milwaukee receives only 
about 30 per cent of its revenues from 
property taxes which have been relieved 
by state distributed income taxes. Prop- 
erty taxes account for only 23 per cent 
of Birmingham’s total revenues, with 
licenses and permits contributing 47 per 
cent. A locally levied and collected sales 
tax gives New Orleans about 47 per cent 
of its revenues. 

Proposals for broadened local taxing - 
authority and for greater municipal shar- 
ing in state taxes appear likely to be one 
of the major issues during 1947 when 
virtually all of the state legislatures will 
convene in regular session. 

—BETHUNE JONES. 








Freedom of Employment 


<4 ei HERE is one basic law that must be placed on the statute 

books before our nation can ever hope to put an end 
to the strife between employers and employees. Pass a Federal 
act which will guarantee to every person in the United States 
the right to work wherever he pleases, at whatever wage he can 
agree upon with his employer, without having to pay tribute to 


anyone. Such a law wou 


have the effect of eliminating both 


corrupt politics and irresponsible union leadership from the 
field of enterprise. These forces are accountable for nine-tenths 
of all the trouble laboring people have with their employers. 
Until this unholy combination is broken up and destroyed there 
can be no hope for peaceful relations between labor and man- 
agement. This would not affect any fair and equitable principle 
of collective bargaining. It would, however, put unions on their 
own merits. This would, in the long run, create a much higher 
type of unionism and provide a finer service to the working 
people. The passage of such an act would be nothing more than 
a reaffirmation of one of the basic principles of the Constitution 


of the United States.” 


—FReDerIcK C. SMITH, 


U. S. Representative from Ohio. 
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The March of 
Events 


In General 


Thomas W. Martin Award 
Resumed 


ak prize awards committee of the Edison 
Electric Institute recently announced the 
resumption of the Thomas W. Martin Rural 
Electrification Award, which was suspended 
during the war years. 

Offered annually again by Thomas W. 
Martin, president of the Alabama Power Com- 
pany, to the electric operating company which 
makes the greatest contribution to the progress 
of rural electrification and agricultural ad- 
vancement, the award, since its establishment 
in 1932, has been a coveted token of distinction 
in the rural electrification field. In that year, 
1932, electricity was serving approximately a 
half-million farms, and rural electrification was 
just emerging from the necessary pioneering 
stage, instituted and carefully developed by the 
business-managed electric companies. In the 
intervening fourteen years, electrified farm 
homes have passed the 3,000,000 mark, nearly 
2,000,000 of them being served by the privately 
operated utilities. . 


Veto on Tidelands Sustained 


HE House of Representatives early this 

month sustained President Truman’s veto 
of the Tidelands Oil Bill, failing by 17 votes 
to obtain the necessary two-thirds majority to 
override it. The vote was 139 to 95. 

Thirty-six Democrats joined 103 Republicans 
in voting to override. Eighty-six Democrats, 
seven Republicans, and two minor party mem- 
bers voted in the negative. 

The bill was originally passed by the House 
by a vote of 108. 

Mr. Truman had returned the bill to Con- 

ress with the declaration that the United 

tates Supreme ‘Court, and not Congress, 
should decide the issues involved. 

The measure, by renouncing all Federal 
claims, would have given the states clear title 
to off-shore lands, often rich in oil, between 
the low-water mark and the 3-mile limit. The 
Supreme Court now has a case before it for 
determination of this question. 

The bill, in addition, would have given the 
states clear title to lands beneath international 
and navigable waters within their boundaries. 


SEC Gets Proposal 


A JOINT petition filed recently with the 

Securities and Exchange Commission by 
General Public Utilities Corporation and its 
subsidiary, NY PA NJ Utilities Company, pro- 
posed dissolution of NY PA NJ to simplify 
corporate structure of the parent company 
system. 

NY PA NJ would transfer all its assets and 
liabilities to General Public Utilities in ex- 
change for all outstanding NY PA NJ stock. 

Y PA NJ also proposed to pay a dividend 
on its common stock equal to the balance re- 
maining in its earned surplus account immedi- 
ately before dissolution is effected. 

The assets to be acquired by General Public 
Utilities include: 2,250 shares of capital stock, 
a 20-year 6 per cent note for $20,000 due 1951, 
and $62,221 open account of the Spring Brook 
Water Company, and the following blocks of 
common capital stock: 

New York State Electric & Gas Corporation, 
46,484 shares; Rochester Gas & Electric 
Corporation, 775,914 shares; Canadea Power 
Corporation, 40,000 shares; Staten Island 
Edison Corporation, 260,000 shares; Jersey 
Central Power & Light Corporation, 1,053,761 
shares; Metropolitan Edison Company, 360,- 
780 shares; Northern Pennsylvania Power 
Company, 22,130 shares; New Jersey Light & 
Power Company, 87,500 shares; and Atlantic 
Utilities Service Corporation, 300 shares, in 
addition to 17,744 $4.40 dividend series pre- 
ferred shares of New England Gas & Electric 
Association. 


Hearing Set on Rate Schedules 


HE Federal Power Commission on August 

6th made public an order setting a hearing 
for September 16th on terms and conditions of 
service embodied in the revised rate schedules 
filed by Panhandle Eastern Pipe Line Company 
on October 22, 1945. Hearing will be held at 
Washington, D. C. 

The commission has received complaints 
from customers of Panhandle regarding inter- 
ruptions of service, and has set the hearing in 
order to secure evidence on all matters relating 
to the reasonableness and adequacy of 
terms and conditions of service included in the 
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rate schedules and on proposed chang<- or 
additions to existing practices relating tc uch 
service. By order of November 2, 1945, the 
revised rate schedules were accepted by the 
commission. This order, however, stipulated 
that the record remain open for such further 
proceedings as the commission may deem neces- 
sary or desirable to effectuate the purposes of 
the Natural Gas Act. 

The recent order provided that Panhandle 
shall, by September 6, 1946, serve upon its 
customers, as well as state regulatory commis- 
sions in the states through which it operates, 
and file with the FPC copies of any changes 
which it deems desirable, and shall at the same 
time file in the same manner proposed rules 
and regulations to govern curtailment and inter- 
ruption of service. 

Changes in existing terms and conditions of 
service deemed desirable and recommended as 
well as proposed rules and regulations relating 
to curtailment or interruption of gas service 
recommended by any interested parties shall 
also be filed with the commission and served 
on Panhandle by September 6th. All parties 
may submit responses to the proposals and 
recommendations of any other parties prior to 
or at the opening session of the hearing on 
September 16th, 


FPC Denies Gas Export 


HE Federal Power Commission on August 

6th made public an order denying petitions 
for dismissal of its order of June 6th permit- 
ting Reynosa Pipe Line Company to export 
natural gas to Gas Industrial de Monterrey, 
S. A., a Mexican corporation. The petitions 
were filed by two interveners in the proceed- 
ings, Compania Mexicana de Gas, S. A., and 
the railroad commission of Texas. In addition 
to the motion for dismissal of the order, the 
first petitioner requested rehearing, further 
hearing, reconsideration, and modification of 
the order, and the latter requested rehearing, 
modification, and stay of the order. The order 
included denial of these requests. 

The commission’s order of June 6th, filed in 
conjunction with Opinion No. 135, granted ex- 
port authority contingent upon Reynosa’s filing 
of an application for a certificate of public con- 
venience and necessity for construction of ap- 
proximately 30 miles of pipe line from the 
Hidalgo county, Texas, gas fields to the Mexi- 
can border. Such application has been filed by 
Reynosa. 

Under a 10-year contract, Gas Industrial de 
Monterrey is to purchase gas from Reynosa at 
the border and pipe it to Monterrey for use by 
a limited number of industrial consumers who 
are subscribers to Gas Industrial’s stock. The 
commission’s order limited the gas exports to 
50,000 mcr daily of gas produced in LaBlanca, 
North Weslaco, and South Weslaco fields in 
Hidalgo county, Texas, from reserves owned 
by LaGloria Corporation, parent company of 
Reynosa. It is stipulated in the order that 
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Reynosa and LaGloria must at all times give 
preferential service to persons and municipali- 
ties in the United States. 


Court Upholds FPC Order 


x order reducing the wholesale rates on 
natural gas produced in Louisiana was re- 
cently upheld in New Orleans by the United 
States Fifth Circuit Court of Appeals. The 
court denied a petition of the Interstate Natural 
Gas Company, Inc., to “review and set aside” 
a Federal Power Commission order filed April 
27, 1945. The FPC order declared prices 
charged by the Interstate Company to Southern 
Natural Gas Company, Memphis Natural Gas 
Company, and the Mississippi River Fuel 
Corporation were “unjust and unreasonable.” 
It set 4.66 cents per cubic foot as the maximum 
rate. Records in the case say Interstate is a 
producer of natural gas, with wells in the 
Monroe field, and also purchases gas from 
other producers for sale to pipe-line companies. 

The Interstate petition claimed the FPC, 
which has jurisdiction only in matters pertain- 
ing to interstate commerce, had no authority 
to regulate the rates in question. Its sales are 
completed within the borders of Louisiana, the 
company contended, and the purchaser pipes 
the gas to other states. 

The opinion of the court, written by Circuit 
Judge Joseph C. Hutcheson, declared the sale 
an essential factor in an interstate transaction. 
Judge Curtis L. Waller wrote a dissenting 
opinion. Interveners in the case on the side 
of the FPC were the Louisiana Public Service 
Commission and the cities of New Orleans and 
Baton Rouge, in which rates were affected by 
the order. 


Seek Cash Distribution 


T3 Boyce committee for holders of Central 
States Electric Corporation 5 and 54 per 
cent debentures has filed a petition with the 
United States District Court at Richmond ask- 
ing that the trustees be directed to make a cash 
distribution of $1,803,700, or 10 per cent of the 
$18,037,000 principal amount of the two series. 

The petitioners reserved the right to adjust 
the application in court to have the distribution 
apply to principal and accumulated interest. 

The court set August 27th as the final date 
for interested parties to respond to the com- 
mittee’s petition. A hearing on the petition will 
be scheduled later, probably in September. 


Would Alter Program 


ONALD R. RICHBERG, counsel for American 

Light & Traction Company, and its parent, 
United Light & Railways Company, told the 
Securities and Exchange Commission on 
August 6th, during oral argument, that Light 
& Traction was agreeable to amending its plan 
of liquidation and dissolution to provide for an 
escrow fund to take care of whatever additional 
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sum of money which the commission and the 
courts may determine should be paid the com- 
pany’s preferred stockholders. 

The company’s plan insists upon carrying 
out the charter provisions covering the pre- 
ferred stock, which calls for paying off the 
preferred stock at par ($25 a share), plus ac- 
crued dividends in the event of liquidation or 
dissolution, whether voluntary or involuntary. 

The commission disapproved in its findings 
and opinion dated May 7, 1946, by a 3-to-2 
division, this price and held that $35 a share 
“represents a fair approximation of the invest- 
ment value of the American Light & Traction 
preferred.” 

The proceedings before the commission on 
August 6th were in the nature of a reargument 
because of the resignations of Commissioner 
Sumner T. Pike and Chairman Ganson Purcell, 
who with Commissioner Robert K. McCon- 
naughey formed the majority of the commis- 
sion at the time the May 7th findings were 
issued, 


Atomic Electric Generating 
Plants Expected 


fh Bn atomic energy may be slightly less ex- 
pensive in the production of electrical 
power than the use of present-day, coal-fired 
plants was revealed in a report prepared for 
their company by the Westinghouse Electric 
Corporation scientists, Dr. J> A. Hutcheson, 
associate director of the research laboratories, 
and C. F. Wagner, manager of the central sta- 
tion engineering department. 

This survey was reported to indicate that 
the possible application of atomic energy to 
the production of electric power is sufficiently 
feasible to warrant a careful and thorough in- 
vestigation. From what can be seen now, it 
appears that technical problems, rather than 
economic problems, are the ones which must 
be solved before the atomic power plant of the 
future is practical, it was said. 

An assumption was made in the report that 
an atomic powered 100,000-kilowatt plant 
would be built, in which the cost of the equip- 
ment and plant necessary to provide steam for 
the turbines would be about $12,000,000. This 
would be roughly four times the cost of the 
steam end of an equivalent power plant using 
coal as a fuel. 

Calculations were made comparing the cost 
of power obtained from this atomic power plant 
with that obtained from a coal power plant. 


These included amortization of the investment 
in each case at the rate of 15 per cent per year, 
It was further assumed that the atomic fuel 
would be refined natural uranium such as was 
used in the “piles” at Hanford and Oak Ridge 
(atomic bomb manufacturing sites). Assum- 
ing that this material costs $20 a pound, the 
total cost of the generation of electric power 
in the atomic power plant appears to be slightly 
less than is the case in the coal-fired plant, as- 
suming that coal costs $5 a ton. 

At present there is continuous production of 
large quantities of controlled atomic power 
in the form of heat at both Hanford and Oak 
Ridge, but it is a by-product and is carried 
away in one plant by air and in the other bya 
stream of water. By inference it seems rea- 
sonable that this power must amount to many 
thousands of kilowatts. Therefore, it seems 
logical to suspect that the earliest applications 
of atomic power will be similar to the present 
scheme of obtaining power from coal, in that 
steam probably will be used to drive the 
turbine and that the heat liberated in connec- 
tion with the fission of some material will be 
used to form the steam. 


Seeks Guidance on Lobby Law 


LOOSELY written law, complicated by a typo- 

graphical error which slipped past Presi- 
dent Truman when he signed it, has thrown 
lobbies in Congress into wild confusion and 
has added much to the headaches of those 
charged with administering the new statute. 

The law at issue is the Regulation of Lobby- 
ing Act, approved by the President on August 
2nd as a part of the congressional reorganiza- 
tion bill. Its enactment represented the first 
successful effort, after attempts reaching back 
many years, to put the lobbies which harass 
and sometimes confuse Congress, and their 
behind-the-scenes activities, on the open record. 

Principal provisions of the act call for the 
registration of lobbyists and lobbies and for 
periodic detailed reporting on who finances 
them and how the money is disbursed. 

South Trimble, clerk of the House of Rep- 
resentatives, with whom the lobbies must reg- 
ister and to whom they must report on financ- 
ing and actions, has appealed to Tom C. Clark, 
Attorney General, for guidance. The Depart- 
ment of Justice has assigned an assistant 
solicitor general to study the statute. Mr. 
Trimble conferred with Mr. Clark on August 
Oth, seeking a detailed interpretation and out- 
lining of the scope of the act. 


Arkansas 


Louisiana Gas Company distribution lines for 
municipal operation will not be filed unless the 
people endorse the proposal at the polls, Mayor 
Sprick said recently. 

“If the people do not vote to purchase the 


Referendum First Step 


TEST suit to determine whether the city of 
Little Rock can issue revenue bonds to 
finance proposed purchase of the Arkansas- 
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system there would be no point in going into 
the courts to decide how far the statutes go,” he 


said. 

A public hearing was scheduled before the 
city council on August 12th. The mayor said 
this would give citizens an opportunity to ex- 
press their opinions before aldermen vote on a 
special election. 

In reply to the chamber of commerce sugges- 
tion that an impartial board be appointed to 
prepare evidence to submit to the voters before 
the election, Mayor Sprick said he supposed 
the administration would present its case and 
the company would present its argument. 

The city plans to engage engineers to spot- 
check the gas distribution system and appraise 
its value. This investigation will require until 
about January Ist, after which the city will 
make an offer to the company. 

If the company declines the offer, the city 
could invoke a state law authorizing it to ask 
the state commission to set a fair price. 


Dam Contract Awarded 


HE White River Constructors of Hous- 
ton, Texas, has been awarded the contract 
to build Bull Shoals dam, key project in the 
proposed comprehensive development plan for 
the White river basin, Colonel Gerald E. Gallo- 
way, Little Rock district engineer, said recently. 
The Texas firm, a combine of seven companies, 
entered a bid of $24,263,935 to construct the 
fifth largest concrete dam in the nation. 
Work will start within thirty days, and the 
entire job must be completed within 1,150 days. 


Refund Ordered 


A $1,000,000 refund to nearly all of Arkansas 

Power & Light Company’s 120,000 
customers was ordered by the state public 
service commission on August 9th. The rebate 
will be based on business in the calendar year 
1945 and will apply to persons who have re- 
ceived continuous service from July 1, 1945, to 
July 1, 1946. The only exception will be con- 
sumers in the area of Warren, Bradley county, 
who will be eligible if they received service 
from July 16, 1945, to the latter date. 

The refund will be paid through credits on 
monthly bills in October and will be a savings 
of approximately one month’s billing. Resi- 
dential consumers will receive approximately 
$318,000 of the refund; commercial consumers 
$288,000; industrial consumers $293,000; and 
government and municipal consumers approxi- 
mately $6,000. Customers receiving wholesale 
service for resale and those on special contracts 
are not eligible for the rebate. 

The order followed provisions of a directive 
issued by the commission in June, 1944, requir- 
ing the company to set aside a special fund for 
all revenues in excess of a “fair return” on its 
rate base. This fund totaled $1,965,234 as of 
June 30, 1946. Of this amount the consumers 
will receive $1,000,000; the company $500,000; 
and the remainder will remain in the fund. 
After taxes are deducted AP&L will net ap- 
proximately $300,000, which will increase the 
returns received on investments for the period 
from June 30, 1944, to December 31, 1945, less 
than one-half of one per cent. 


California 


Transit Fares Raised 


MERGENCY increases in fare for both the Los 
Angeles Transit Lines and the Pacific 
Electric Company were granted recently by the 
state railroad commission, with authority that 
they be put into effect August 20th. 
For the Los Angeles Transit Lines, the com- 
mission’s order permitted increase of the 7- 


cent fare to 10 cents. Patrons, however, may’ 


purchase three tokens for 25 cents. 

The two decisions were made entirely on an 
emergency basis, the commission members said, 
and would not necessarily affect final decisions 
which the commission still must render after 
more study. 

But, meanwhile, the state commission 
denied the Transit Lines’ application for in- 
creases in interzone fares. Likewise, the con- 
cern’s request for permission to abolish the 
present weekly pass was denied, the price to 
remain as at present. 

For the Pacific Electric, the commission 
granted an increase of approximately 15 per 
cent, but with numerous exceptions, in one-way 
and round-trip fares. 
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Gas Rate Increases Expected 


HE Office of Price Administration has of- 

ficially advised the state railroad commis- 
sion that, under the new price control act, ceil- 
ings are off wholesale natural gas made from 
petroleum, it was reported recently. The effect 
of the ruling may be to boost gas rates for 
industrial users from approximately 15 per cent 
to as high as 40 per cent. The increase will 
be effective in industrial gas contracts where 
rates are geared to the price of fuel oil and 
will reflect fuel oil price increases of 40 cents 
a barrel since 1943. 

Two of the state’s big gas companies already 
have filed with the state railroad commission 
to raise their rates under fuel oil escalator 
clauses. Three others are understood to be in 
process of filing. Pacific Gas and Electric Com- 
pany has asked authority for rate increases 
September 5th and Coast Counties Gas & Elec- 
tric Company has filed for increases August 
29th. Southern Counties Gas Company, South- 
ern California Gas Company, and San Diego 
Gas & Electric were understood to be filing 
for increases September 5th. 
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Connecticut 


Strike Threat Averted 


A THREATENED strike by 2,000 bus and trolley 
operators employed by the Connecticut 
Company was averted recently when Saul Wal- 
len of Boston was accepted by both sides as 
the third member of an arbitration board to 
settle a wage dispute. 

Wallen, formerly chairman of the War Labor 
Board for the New England region, was ap- 
pointed at a meeting called after the drivers 
voted on August 5th to authorize officials of 


their AFL union to call a strike if a deadlock 
blocking appointment of the third arbitrator 
could not be broken. 

Wallen’s appointment was accepted by Joseph 
E. Berry of West Hartford, arbitrator for the 
company, and David E. Fitzgerald, Jr., arbi. 
trator for the union. Berry and Fitzgerald 
were named last April, but had been unable to 
agree on the third member of the board which 
will consider the union’s demand for $1.25 per 
hour for a 40-hour week in place of the present 
$1.06 per hour for a 48-hour week. 


Indiana 


Trolly Fares Rise 


ie law prohibits an injunction against 
the state public service commission which 
would permit a charge of an unapproved transit 
token rate of three for 25 cents by Indianapolis 
Railways, Inc., James A. Emmert, attorney 
general, contended recently. 

Mr. Emmert’s allegation was contained in a 
brief filed on August 6th in Marion Circuit 
Court, where Indianapolis Railways sought an 
injunction to set aside a commission ruling 
denying the need for a higher token rate. The 
attorney general’s office was representing com- 
mission members, who were named defendants 
in the case. 

“Under Indiana law,” the attorney general 
said, “the regulation of rates to be charged by 
a public utility is a function delegated to the 
public service commission. So long as there 
is reasonable evidence sustaining the commis- 
sion’s order, the courts will not interfere. In 
any event, a court is utterly without power di- 
rectly or indirectly to fix rates.” 


However, Judge Horace L. Hanna on August 
12th issued a temporary injunction restraining 
the state commission from interference and 
setting aside a commission order denying the 
need for an emergency rate. Judge Hanna set 
September 3rd as the date for a hearing on 
whether the injunction will be made permanent. 


Commission Files Appeal 


Se state public service commission early 
this month filed an appeal to the state 
supreme court on a decision by the Randolph 
Circuit Court denying the commission jurisdic- 
tion over the Panhandle Eastern Pipe Line 
Company. The commission contended before 
the Randolph court, because the Panhandle 
Company has consumers in the state, the com- 
mission should have authority over it, as well as 
other utilities in Indiana. 

The court, however, accepted the Panhandle 
argument that the company is an interstate 
firm and therefore should not be controlled by 
any state commission. 


Maine 


Strike Is Settled 


Graznc public works department employees 
accepted unanimously recently Portland 
city council terms to end an 18-day strike which 
evoked a city-wide sympathy work stoppage 
by all AFL unions. 


The stoppage, which Horace A. Howe, presi- 
dent of the Central Labor Union, said was 
“completely effective’ among the 6,000 AFL 
membership, tied up all bus transportation for 
two days. 

Trucking and building construction also were 
crippled. 


Massachusetts 


Fuel Charge Ruled 
Unauthorized 


|B gore unanimously that the Boston Con- 
solidated Gas Company has been imposing 


AUG. 29, 1946 318 


an unauthorized fuel charge upon its customers 
since the middle of 1942, the state department 
of public utilities recently disclaimed the right 
to order rebates in the amount of $1,284,246. 
The department’s decision was based upon cus- 
tomers’ petitions and an intervening petition 





THE MARCH OF EVENTS 


hich was filed by the mayor of Boston. 

While finding that the gas company had been 
making the charges improperly, the DPU as- 
ted that the rights of aggrieved parties must 
te decided by the Massachusetts courts, in the 

sence of statutory authority empowering the 
tilities board to act. 

It appeared from the DPU order that, al- 
though Eastern Gas & Fuel Associates, of 
shich Boston Consolidated Gas Company is 
, wholly owned subsidiary, was prevented by 
the Office of Price Administration from col- 
cting increased amounts for gas sold to the 
Boston Company, the latter had billed its cus- 
tomers for the increase. The department found 
that, while these collections were not segre- 
ated, no direct payment of the excess had 
hen made to EG&F, However, during the war 
years the amounts paid to the parent organiza- 
ton in dividends were substantially increased. 
The department censured the company for 
contending that if it had not made the fuel 
dause operative, despite OPA’s ban on price in- 
ceases by Eastern Gas & Fuel, it would have 
hen necessary for the Boston Company to 
petition for a general increase in rates. This, 
the department said, did not conform to law. 


Higher Fares Wanted 


oHN I. DoNovAN, chairman of the board of 

trustees of the Eastern Massachusetts 
Street Railway Company, suggested recently 
that the line would have to increase fares to 
carry out a proposed recapitalization plan and 
buy new equipment. 

Unforeseen obstacles, he said, had forced 
temporary abandonment of a plan under which 


first preferred stock would be called at 120. 

Gross business of the company was running 
ahead of that of a year ago, he said, but the 
impact of wage increases aggregating $1,700,- 
000 could be met “only by increases in fares 
in the near future.” 

Tax laws during the war, Mr. Donovan said, 
made it impossible for bus companies like 
Eastern Massachusetts to set aside reserves for 
new equipment. The company has 430 busses 
on order at a cost of more than $5,500,000, but 
they can be financed only through an “adjust- 
ment upward in the matter of fares.” 


Merrimac Valley Authority 
Proposed 


HE bill introduced by Representative 
Thomas J. Lane of Massachusetts, calling 

for development of the Merrimac river along 
TVA lines, with the states of Massachusetts 
and New Hampshire participating, was re- 
cently reported to be viewed as an aftermath 
of the abandonment of the Merrimac region as 
a development project by the Army Engineers. 

Representative Lane’s bill stresses the need 
for flood control on the river, but also would 
make possible its development for the purposes 
of power generation and soil reclamation. 

The Boston district office of the Corps of 
Engineers has announced that, since water- 
borne commerce on the river had ceased since 
1936, the War Department proposed to close 
five bridges below Haverhill, Massachusetts. 

The Merrimac has steadily declined in recent 
years, owing in part to the abandonment of the 
region by many industries, principally textiles, 
it was said. 


Michigan 


FPC Postpones Hearing 


HE Federal Power Commission on August 
8th announced an order postponing from 
August 22nd to September 9th the hearing set 
for reconsideration of an FPC order of Octo- 
ber 31, 1945, under which Michigan Consoli- 
dated Gas Company, of Detroit, was classi- 


fied as a “natural gas company” within the 
meaning of the Natural Gas Act. 

The hearing, which will be held in Wash- 
ington, D. C., was set in response to an applica- 
tion for rehearing by the company which denies 
that it should be subject to commission jurisdic- 
tion and asserts that the commission erred in 
its findings in the matter. 


Minnesota 


Union Spurns Pay Plan 


Be oa representatives of 1,500 Northern 
States Power Company employees on 
August 6th rejected wage recommendations of 
a state fact-finding commission. The board’s 

Proposal for a 7 per cent increase “leaves the 
tnion membership holding the bag on inflation,” 

aspokesman told Governor Thye and represent- 
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atives of St. Paul, Minneapolis, Stillwater, and 
St. Cloud at a conference. 

T. D. Crocker, president, accepted the report 
for the company, although stating that it rep- 
resents increases of more than 20 cents since 
VJ-Day “compared with a national pattern of 
183 cents.” 

The conference of some forty labor, man- 
agement, and government representatives was 


AUG. 29, 1946 





PUBLIC UTILITIES FORTNIGHTLY 


called by Governor Thye in an effort to head 
off a strike threatening to cut off electric, gas, 


and steam service in the Twin Cities and much 
of southern Minnesota. 


Missouri 


Voluntary Rate Reduction Filed 


HE Kansas City Power & Light Company 

recently filed with the state public service 
commission a voluntary rate reduction amount- 
ing to an average 12% per cent cut for residential 
users—estimated to amount to $1,800,000 a 
year, 


The reduction, agreed upon by Kansas 
City officials and utility officers based upon a 
state commission accounting of the company’s 
ee a month before, will take effect Septem. 

r ist. 

The reduction also would mean $96,000 say- 
ing in the contemplated $775,000 contract with 
the city of Kansas City for street lighting. 


> 
New Jersey 


Seeks to Sell Gas Properties 


po ie Jersey Power & Licut Company has 
asked permission of the Securities and 
Exchange Commission to sell all its gas busi- 
ness and properties located in four counties in 
New Jersey in order to devote itself entirely 
to its electric business. Gross consideration for 
the properties is $361,000. 

The company stated less than 7 per cent of 


its gross revenues for the twelve months ended 
April 30, 1946, were derived from the sale of 
gas. New Jersey Power, which is a part of 
the General Public Utilities Corporation hold- 
ing company system, has contracted to sell the 
gas properties to Rena R. Garver, Calvin R. 
Garver, and Doris C. Fearon. The purchasers 
have formed three local companies to take title 
to and operate the gas properties when the SEC 
clears the sale. 


New Mexico 


Merger Permission Granted 


p= renewed protests from Albuquerque 
and Santa Fe on the proposed merger of 
the four New Mexico utility companies, the 
New Mexico Public Service Company has per- 
mission from the state public service commis- 
sion to form the companies into a single cor- 
poration. 

Commission Chairman W. W. Nichols ex- 
plained that the commission “failed to find 
where the proposed transaction is unlawful or 
inconsistent with the public interest.” Only the 
day before representatives from Albuquerque 
and Santa Fe again protested to the proposed 
plan and stated that such a merger would not 
benefit any of the municipalities involved, it was 
reported. 

Attorneys for the city of Las Vegas also 


filed a formal protest, although Deming of- 
ficials had wired that they would not appear in 
protest to the companies’ position. 

The new plan will merge the New Mexico 
Power Company, Las Vegas Light & Power 


Company, the Deming Ice & Electric Company, 
and the Albuquerque Gas & Electric Company 
into a single corporation. 

In defending the companies’ proposal, W. A. 
Eleher, attorney for the utility firms, told the 
state commission that the companies were not 
required by law to show that the merger would 
benefit the cities involved. 

Eleher said that the rights of all concerned 
were being protected by the move. He pointed 
out that Santa Fe and Las Vegas were in need 
of help in solving water shortage problems and 
that it was the belief of the companies that 
such a merger would aid that situation. 


North Carolina 


Tax Bills Boosted 


[sm because of the addition of new equip- 
ment and the extension of telephone and 
rural power lines, the valuation on public utili- 
ties in North Carolina has been raised by the 
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state board of assessments from $304,439,915 in 
1945 to $305,109,910 this year, the department 
of revenue reported recently. 

Increases in the valuation of electric and gas 
companies from $114,752,773 to $115,291,448, 
and of telephone companies from $34,079,344 
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to $35,476,128, more than offset a decline in 
railroad properties from $151,802,964 to $150,- 


Miscellaneous utilities, such as the Pullman 
Company and Western Union, remained static 
at $3,066,927, but the valuation of water com- 
ganies went down from $137,907 to $115,007 
as a result of the sale of the Sunset Company 


at Wilmington to the city utility, wiping $23,000 
off the tax books. 

The largest increase among telephone com- 
panies was recorded for the American Tele- 
phone and Telegraph Company whose valuation 
rose from $7,213,465 to $8,727,527 chiefly be- 
cause of the addition of new toll lines between 
Raleigh and Wilmington. 


* 
Ohio 


Bus Purchase Planned 


ALTER J. McCarter, general superintend- 
Went of the Cleveland Transit System, has 
announced plans to seek municipal approval 
for the purchase of 250 additional trackless 
trolley coaches and gas busses at a cost of 
nearly $2,000,000. 

This addition to the CTS fleet is in line with 
plans to have 1,500 vehicles in operation by 
1950. Previously, McCarter had announced 
orders for 595 new trolley coaches and gas 
busses. 

The latest order, if approved, will en- 
able the company to replace worn-out equip- 


ment with new trackless trolley and bus opera- 
tion, 

Meanwhile, City Comptroller William H. 
Morrison revealed that the expected increase 
in competition from private automobiles, which 
Cleveland Transit System officials feared would 
reduce 1946 gross revenues, has failed to mate- 
rialize. 

Transit system revenue, Morrison said, is 
holding up beyond all expectations. Gross 
revenue for the first six months of this year 
is only $35,010 under the corresponding period 
last year, and revenue in the past few months 
has been climbing and is now 3.5 per cent higher 
than the same months a year ago. 


Oregon 


Merger of Utilities Voted 


ORTLAND’s City council early this month fol- 

lowed the recommendation of Utilities Com- 
missioner Dorothy McCullough Lee and passed 
an ordinance—over objections of farm and 
labor organizations—which will allow merger 
of Northwestern Electric Company and Pacific 
Power & Light Company. 

“In my opinion, we have no just reason for 
refusing to consent to the merger,” Commis- 
sioner Lee concluded after an hour-long ex- 
planation of her stand. 

The council then voted first to accept her 
report recommending the action, then voted 
unanimously to pass the ordinance. 

Action came at the end of a day-long hear- 
ing at which almost a score of businessmen, 
labor leaders, Oregon state grange officials, and 
other interested parties presented their views. 
The morning session was devoted to argu- 
ments of the opponents of the merger, several 
of them asking for a special ballot to decide 
the question. 

Among charges hurled at the plan were as- 
sertions that it was the first step toward absorp- 
tion of both companies by Washington Water 
Power Company, that customers of the efficient 
Northwestern Electric Company system would 
pay for rate reductions for customers of the 
less efficient Pacific Power & Light Company, 
that the city should include certain franchise 


conditions in the ordinance to protect its inter- 
ests, and that Northwestern Electric Company 
was reversing the position it had taken when 
application was first made for franchise on 
grounds that Portland General Electric Com- 
pany was a monopoly. 

During the afternoon a long parade of Port- 
land businessmen and civic figures passed be- 
fore the council to ask that the merger be al- 
lowed and to praise Northwestern Electric for 
the service they had had from it. 

John A. Laing, company attorney, briefly 
offered counterargument that the company was 
not reversing its stand as to monopoly since 
the merger was with a company not now com- 
peting with Northwestern in Portland. 


PUD Suit Target 


T= Union County People’s Utility District 
early this month was attacked anew on its 
ps yey as directors were served with copies 
of the third suit to be brought against the dis- 
trict since July 6th. 

The new suit questions maneuvers by the dis- 
trict leading up to the sale of $825,000 in 
revenue bonds to an investment firm. The PUD 
had sought the funds for the announced pur- 
pose of acquiring a portion of the electric sys- 
tem in the confines of the district. 

This purpose, according to the complaint, is 
“illegal and void in that bonds were originally 
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authorized by the people to acquire all of the 
electric system within the territorial confines of 
the district.” 

The action was brought by Henry Hermann 


and Ralph Chenault to test validity of a PUp 
ordinance and amendment authorizing sale of 
the bonds and acceptance of a bid ee them 
under the present PUD plan. 


Pennsylvania 


End Row on Schedules 


|= Philadelphia Transportation Company 
and Local 234, Transport Workers Union 
(CIO), recently announced a solution of their 
controversy over operating schedules. The 
agreement gives the union an important voice 
in settling differences arising over the sched- 
ules. 

The accord was reached on the eleventh day 
of the union’s “safety and courtesy” campaign, 
which the PTC management contended was 
simply a “slowdown.” 

It was expected that operation of the sys- 
tem would now return to normal. But the 
union insisted it had “no intention of relaxing 
its efforts to give a safe and courteous ride to 
the people of Philadelphia and proper rest time 
to the operating force.” 

PTC accepted a union demand to reinstate 
ten employees who were suspended during the 
controversy for failure to obey supervisors. 


May Bar Union Profit Sharing 


A PROFIT-SHARING plan demanded by the In- 
dependent Association of Employees of 
the Duquesne Light Company was recently said 
to be impossible under present policies and 
regulations of the state public utility commis- 
sion. 

The employees, who threaten to strike August 
31st, want to share in company earnings in ex- 
cess of 6 per cent. They propose that one-third 
of the excess be distributed among them and 
that two-thirds be refunded to consumers. 


The commission allows a utility a return of 
6 per cent on what is determined to be the 
“fair value” of the company’s properties. Out 
of that 6 per cent return it is customary for 
utilities to pay interest on their bonds and notes 
and dividends. ; 

If the return rises above 6 per cent, the utility 
is required by the commission to reduce its 
rates. Thus any profits over 6 per cent would go 
back to the consumers in lower rates and no 
part would be available for distribution to the 
workers. 

Officials said that the commission has no con- 
cern with what a utility does with its allowable 
6 per cent return—it could share that with the 
workers if it chooses. 

George L. Mueller, president of the Independ- 
ent Association of Employees of the Duquesne 
Light Company, said that the legality of the 
union’s profit-sharing plan depended upon “how 
you look at it.” 

In commenting on the report that the plan 
would be “impossible” under the regulations 
and policies of the state public utility commis- 
sion, Mr. Mueller said: 

“Any portion of the earnings of the company 
which is returned to the employees in any 
form may be charged off as operating cost. The 
6 per cent regulation may then be applied to 
the remainder and if a rate of reduction is de- 
sirable it may be so ordered.” 

Mr. Mueller explained that since the firm was 
allowed to earn 6 per cent of its property evalu- 
ation, or its investment, and since its property 
was evaluated at approximately $150,000,00), 
the legal return would be about $9,000,000. 


+. 
Washington 


PUD Takes Plan to High Court 


A BRIEF asking state supreme court reversal 
of a Skagit County Superior Court verdict 
ordering him to sign and seal purchase bonds 
and contracts in connection with the proposed 
purchase of Puget Sound Power & Light Com- 
pany assets was filed on August 5th by John 
Wylie, secretary of the Skagit Public Utility 
District. 

In his brief, Wylie declared that 98 per cent 
of the Puget Sound’s assets are outside the 
Skagit PUD’s limits and PUD law does not 
authorize a PUD to acquire vast electric sys- 
tems outside its boundaries “in order to form 
a superpower district.” 
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Wylie also asserted that to permit Skagit 
District to impose electric rates upon users in 
King, Pierce, and Island counties, where there 
are no PUD’s, “is a violation of the due process 
and equal protection clauses of the state and 
Federal constitutions.” 

The supreme court on August Ist received 
the first brief in the case to test legality of the 
proposed $135,000,000 purchase of Puget 
Sound Power & Light by Skagit County Public 
Utility District. 

The brief, filed by Weyerhaeuser Timber 
Company, intervener and appellant, also asked 
reversal of the Skagit Superior Court. Weyer- 
haeuser contended the lower court erred on 14 
counts, 
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The Latest 
Utility Rulings 


Incorporators of Cooperative Not Required 
To Obtain Commission Certificate 


A electric coéperative incorporated 
under the Pennsylvania Electric 
Codperative Corporation Act is exempted 
from the jurisdiction and control of the 
commission. Such a codperative is not a 
public utility within the meaning of the 
Public Utility Law. Therefore, it is held 
by the Pennsylvania Supreme Court that 
the incorporators of a proposed codpera- 
tive need not obtain and file with the sec- 
retary of the commonwealth a certificate 
of public convenience from the public 
utility commission as a prerequisite to the 
issuance of a certificate of incorporation. 

Anelectric company seeking to prevent 
the issuance of a certificate of incorpora- 
tion argued that the exemption attached 
only in respect of actually incorporated 
and organized codperatives. It contended 
that, until that status is reached, the Pub- 
lic Utility Law intrudes to require of the 
incorporators a certificate of public con- 
venience. The company argued that the 
proposed cooperative was a public utility 
because it would possess attributes such 


7 


as are possessed by public utilities. For 
example, it would have power to con- 
demn private property for corporate uses 
and the right to place facilities upon pub- 
lic highways. 

The court questioned how a coopera- 
tive could be incorporated otherwise than 
by following the steps prescribed by the 
Electric Cooperative Corporation Act for 
incorporation. Among the steps pre- 
scribed, no requirement of a certificate is 
to be found. The court added: 


The differentiation, which the appellant 
strives to make, between incorporators, as- 
sociated solely to achieve the incorporation 
of a codperative, and the incorporated co- 
Operative itself is tenuous to say the least. 
If given effect, it would make the Public 
Utility Law applicable to a codperative in the 
first step towards its incorporation but not 
thereafter. Neither the plain language nor 
the clear intent of the Electric Codperative 
= Act requires any such anomalous 
result. 


Pennsylvania Electric Co. v. Morrison et 


Federal Commission Asserts Authority 
Over Fundamental Accounts 


Kase Federal Power Commission, in 
prescribing accounting entries for a 
public utility, discussed the question 
whether its accounting requirements con- 
trol the basic corporate books of account 
of a public utility or licensee. This ques- 
tion arose by reason of a reservation in 
a power company application for ap- 
proval of accounting entries. 

The reservation was to the effect that 
entries were being submitted for the sole 
purpose of meeting the accounting re- 


quirements of the uniform system of ac- 
counts prescribed by the commission. The 
company did not recognize or admit the 
necessity or propriety of such entries for 
any other purpose, or for establishing 
values for rate making. The reservation, 
according to the company, also included 
but was not limited to the right of the 
company in the future to maintain plant 
acquisition adjustments on its books for 
purposes other than the accounting re- 
quirements of the Federal commission. 
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The commission referred to its earlier 
rulings and to judicial decisions sustain- 
ing commission orders. It said that a re- 
view of the legislative history of the Fed- 
eral Power Act indicated clearly that 
Congress knew that uniform and com- 
prehensive accounting authority was not 
only desirable but a vital necessity to ef- 
fective regulation. If companies are per- 
mitted to reflect in their basic corporate 
books entries at variance with those re- 
quired by the uniform system or com- 
mission orders, it was said, the way would 
be immediately opened for a return “to 
the accounting abuses revealed by the 
Federal Trade Commission’s investiga- 
tion.” The commission concluded : 


Awareness of the foregoing fact caused 
Congress to provide that our accounting au- 
thority be comprehensive and extend to the 
basic books of accounts of public utilities and 
licensees. This authority is set forth specifi- 
cally in § 301 of the Federal Power Act and 
is supplemented by other provisions of the 
act, including § 302 which deals with the fix- 
ing of depreciation rates and accounting for 
depreciation, § 305 which prohibits the pay- 


ment of dividends from funds includible in 
capital account, and the provisions of § 203 
dealing with consolidations and mergers, Fre. 
quently the most important question pre. 
sented in consolidation and merger proceed. 
ings relates to possibility of introducing in. 
flation in the plant accounts and the capital 
structure, and this the commission would be 
unable to prevent if the utility’s basic cor. 
porate accounts are not kept according to its 
orders. In other words, if the corporate ac. 
counts in respect to the capital, surplus plant 
and depreciation in particular, are not kept 
according to this commission’s requirements, 
important provisions of the Federal Power 
Act will be rendered nullities. 


A power company, declared the com- 
mission, is required to reflect the entries 
prescribed by commission order on its 
fundamental corporate books of account, 
and any failure to do so will be regarded 
as a violation. The commission observed, 
however, that public utilities and licensees 
may keep supplementary and memoran- 
dum accounts, provided the integrity of 
the uniform system is not impaired, Re 
o — States Power Co. (Opinion No. 
138). 


tf 


Discriminatory Municipal 


ee Wisconsin commission found 
existing water rates of a city plant 
for fire-protection service and general 
service unreasonable and unjustly dis- 
criminatory. It prescribed a rate schedule 
which it deemed reasonable. 

For the purpose of this investigation 
the rate base was predicated upon book 
value, to which materials and supplies 
and working capital were added. The de- 
preciation reserve balance and contribu- 
tions in aid of construction were de- 
ducted. A rate of return of 5 per cent was 
considered fair and reasonable. 

The commission said that since every 
water utility normally supplies two ma- 
jor classes of service—namely, fire-pro- 
tection service and general service—ex- 
penses must be allocated to these services. 
Such an allocation revealed that the util- 
ity failed to cover all costs on a 5 per 
cent return basis. This shortage, the com- 
mission observed, resulted from a failure 
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Water Rates Eliminated 


to charge for fire protection what could 
be equitably assigned to this service. On 
the other hand, it was found that general 
service customers were being charged in 
excess of reasonable rates. 

Existing rates, said the commission, 
were not such as best fit modern water- 
works practices. Capacity and demand 
costs which exist whether any water is 
used or not should be spread over the 
sizes of the meters in use in proportion to 
the demands which each size can make 
on the system. 

A large-scale, long-hour user would be 
entitled to a lower average rate than the 
short-hour customer. Such a consumer, 
it was noted, keeps the plant loaded when 
otherwise material variations in the load 
curve would occur. As a general rule, the 
commission said, many water utilities m 
the smaller communities carry much 
stand-by and idle equipment during a 
substantial portion of the day. 
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THE LATEST UTILITY RULINGS 


With these principles in mind, the com- 
mission held that it was more equitable 
towithdraw the existing schedule of rates 
for general service and establish a more 

to-date schedule—one that would pro- 
vide for a minimum quarterly bill (cov- 
eing those consumer costs, capacity 


& 


costs, and at least fixed charges on the 
meter) and varying with the demands 
each size meter could handle. Included 
in the minimum for each size meter would 
be the same fixed quantity of water, such 
as 800 cubic feet per quarter. Re City of 
Marshfield (2-U 2138). 


Trucking Company Termed a Common Carrier and 
Exempted from Price Control Act 


PROVISION of the Emergency Price 

Control Act exempting common 
arriers from price regulations was the 
basis for a judgment by the Federal court 
for the eastern district of Illinois against 
th OPA Administrator, who sought to 
recover overcharges and restrain future 
price violations. 

The common carrier status of the 
trucking company was questioned by the 
Administrator. He urged that certain 
business practices of the defendant evi- 
denced a relationship to the public other 
than that of a common carrier. 

The Administrator’s objections that 
the carrier only held himself out to carry 


a particular kind of property, did not 
have regular rates or routes, and was 
classified under a state law as a “local” 
carrier were overruled by the court. It 
was pointed out that one need not carry 
any or all types of property on specific 
routes at specific rates to be a common 
carrier. 

The common carrier status of a 
trucking company is not affected by its 
being called a “local” carrier in a state 
where a “local” carrier is the same as a 
common carrier under the Interstate 
Commerce Act and common law. Bowles, 
Administrator, OPA v. Wieter, 65 F 
Supp 359. 


ve 
Motor Carrier Act Not Applicable to Air Carriers 


O* appeal from a lower court judg- 
ment vacating a commission order 
granting an air carrier a certificate of 
convenience and necessity, the supreme 
court of Mississippi carefully examined 
the Motor Carrier Act to determine 
whether it was sufficiently comprehensive 
toembrace air carriers. The definitions of 
motor vehicle and carrier were considered 
broad enough to include air carriers, but 
“highway” by the terms of the act could 


only refer to roads and streets on the 
ground and not air routes. 

The court further ruled that competing 
air and rail carriers were proper parties 
to object to such lack of authority in their 
efforts to avert the hazards of new com- 
petition with attendant division of busi- 
ness, contest for customers, and struggle 
for survival. South Mississippi Airways 
et al. v. Chicago & Southern Airlines et 
al. 26 So2d 45). 


e 
Jurisdiction Challenge by Co-op Sustained 


RURAL electric cooperative corpora- 
tion challenged the jurisdiction of 


A 


the North Dakota commission to issue 
certificates of convenience and necessity 
to cooperative corporations principally on 
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the ground that co-ops are organized un- 
der a special statute, the Electric Codp- 
erative Corporation Act, which is com- 
plete in itself, controls the status of or- 
ganizations formed thereunder, and con- 
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fers no jurisdiction on the state commis- 
sion. 

Counsel for the co-op pointed out that 
co-ops are not public utilities under the 
Public Utility Act because only members 
are benefited by their service. 

The codperative ‘argued that since the 
only jurisdiction possessed by a commis- 
sion is that expressly conferred by law 
or arising by reasonable implication from 
express powers granted, and since neither 
the Electric Codperative Corporation Act 
nor the Public Utility Act confers on 
the commission any authority over codp- 


eratives, it must be accepted that the com 
mission lacks jurisdiction. 

In deciding the matter in favor of th 
co-op, the commission stated : 


.. . while the question is not free from leg, 
doubt, the contention that this commission 
has no jurisdiction to issue certificates of pub. 
lic convenience and necessity to electric co. 
6perative corporations has substantial merit, 
and should be sustained until the legislative 
intent can be clarified either by appropriate 
legislation or by judicial interpretation. 


Re Cavalier Rural Electric Coéperative, 
Inc. (Case No. 4250). 


7 


Brotherhood’s Complaint against Railroad Dismissed 


A COMPLAINT by a trainmen’s broth- 
erhood against a railroad, charging 
that the use of a 4-man crew (engineer, 
fireman, two switchmen) at a switching 
point created a hazard and requesting 
that the commission require the railroad 
to employ 5-man crews (including three 
switchmen) at such points was dismissed 
by the Missouri commission. The proof 
failed to show that use of the alleged 
“short crew” was an unsafe practice. 
The commission conceded that car 
movements were slowed and transporta- 
tion delays resulted where only two 


switchmen were used, but such delays 
were not adequate evidence of any par- 
ticular danger. 

The commission believed that it would 
not be justified in substituting its judg- 
ment for that of railroad management as 
to the most efficient manner of operation 
of its trains, unless the company’s prac- 
tice were adversely affecting the public 
convenience and necessity of the patrons, 
employees, or public, Brotherhood of 
Railroad Trainmen v. Atchison, Topeka 
& Santa Fe Railway System (Case No. 
10699). 


e 


Grade Separation Considered Practicable 


A PETITION by the state superintend- 
ent of public works for a determi- 
nation that the separation of grade of 
the Bronx River parkway and the tracks 
of the New York, New Haven & Hart- 
ford Railroad Company is practicable 
was granted by the New York commis- 
sion. The commission considered such 
factors as topography and other physical 
conditions of the locality. The cost of the 
grade separation would not be dispropor- 
tionate to the total cost of a large impor- 
tant highway free of grade crossings. The 
desirability of avoiding interference with 
improved property also was noted. Sep- 
aration of grades, it was concluded, could 
be effected at the site chosen. 
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In discussing the meaning of the term 
“practicable” in those sections of the 
Railroad Law pertaining to separation of 
grades at highway-railroad crossings, 
Commissioner Maltbie referred to an 
opinion of the Indiana Supreme Court 
in which it was stated: 

Plainly it is not synonymous with “possi- 
ble.” A thing practicable must necessarily be 
possible, but a thing may be possible that is 
not practicable. It cannot refer to apparent 
difficulties and cost alone, or the words “find 
practicable” become an ideal phrase, for un- 
der modern ev agen | skill there is hardly 
anything incapable of accomplishment at 
some cost. 


Re Superintendent of Public Works 
(Case 12438). 
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THE LATEST UTILITY RULINGS 


Other Important Rulings 


fe: supreme court of Michigan took 
cognizance of an Interstate Com- 
merce Commission rule permitting de- 
murrage at lower rates where delivery 
was prevented by strike of consignee’s 
employees, but reversed a lower court rul- 
ing that a carrier might collect less than 
full amount for demurrage, where the 
consignee had failed to meet the pro- 
cedural requirements of filing claim for a 
reduced rate within thirty days of the 
time the interference with delivery 
ceased. Pennsylvania Railroad Co. v. 
Evans Products Co. 22 NW2d 754. 


A commission order granting a certifi- 
cate of convenience and necessity to a bus 
company proposing to serve suburban 
communities was reversed by the Ohio 
Supreme Court where it appeared that 
irrelevant testimony of city residents was 
a controlling factor in the conclusion 
reached by the commission as to public 
need for the proposed service. Columbus 
& Southern Ohio Electric Co. v. Public 
Utilities Commission, 66 N E2d 537. 


An action brought to recover the sale 
price of a certificate of convenience and 
necessity was decided by the Louisiana 
Supreme Court in favor of the would-be 
purchaser, when the record indicated that 
the right of the holder of the certificate 
to sell the same was limited by an agree- 
ment to retransfer to its original owner 
should he ever decide to go out of the 
cartage business. Graziani: v. Elder & 
+ poe Equipment Co., Inc. 25 So2d 

4. 


The Federal District Court for Ala- 
bama dismissed a proceeding to set aside 
an Interstate Commerce Commission or- 
der denying a “grandfather” application, 
and ruled that whether a carrier has en- 
gaged in bona fide operations prior to the 
critical date for “grandfather” rights is 
a question of fact for the commission to 
decide, and when its decision is based 
on substantial evidence it will not be dis- 
turbed. Howard Hall Co., Inc. v. United 
States et al. 65 F Supp 166. 
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The Pennsylvania commission denied 
as unnecessary a subpoena duces tecum 
to require production of railroad records 
for the purpose of providing the public 
use of a siding where it was apparent that 
the siding was an integral part of the rail- 
road system and clearly a “public high- 
way.” Limbach Co. v. Baltimore & Ohio 
Railroad Co. (Complaint Docket No. 
14101). 


An appeal from a commission order 
granting a power company’s application 
for authority to issue and sell serial notes 
to retire preferred stock was dismissed by 
the Nebraska Supreme Court where the 
objector, a customer using a large quan- 
tity of electric energy, did not show how 
its rights would be adversely affected. 
Nebraska Power Co. v. Omaha Ice & 
Cold Storage, Inc. 23 NW2d 312. 


The Montana commission ruled that 
the grouping of gas meter readings for 
certain public institutions and the render- 
ing of bills based on consolidated read- 
ings result in lower rates than those 
specified in filed schedules and constitute 
an unlawful concession. Re Great Falls 
Gas Co. (Docket No. 3434, Order No. 
1871). 


In ordering that a water utility improve 
its facilities and service after investiga- 
tion had shown many deficiencies, the 
California commission observed that a 
utility’s failure to comply with a com- 
mission order must necessarily result in 
the instituting of contempt proceedings 
under the Public Utilities Act. Re Henry 
(West Sacramento Water Co.) (Deci- 
sion No. 38982, Case No. 4819). 


Findings of the Civil Aeronautics 
Board that to grant a certificate to one 
of two rival applicants would be econom- 
ically sound and that public interest 
would be served by a continuance of such 
applicant as a strong competitive eco- 
nomic force in national air transportation, 
and that to do otherwise would be eco- 
nomically injurious to such applicant, 
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thus precluding a continuation of the 
strong competitive and economic force 
in the national air transportation, consti- 
tuted sufficient foundation for the grant- 
ing of the certificate without an attempt 
to compute in dollars the results of each 
course, according to the United States 
Court of Appeals for the District of Co- 
lumbia. United Air Lines, Inc. v. Civil 
Aeronautics Board et al. 155 F2d 169. 


In approving a telephone company’s 
application for authority to increase rates, 
the Wisconsin commission disapproved 
of subscriber ownership of instruments 
because of the impairment of service 
which often results from poor mainte- 
nance and recommended that all instru- 
ments connected to the company’s lines 
be acquired as soon as practicable. Re 
Mill Creek Telephone Co. (2-U-2155). 


An agreement between competing taxi 
services in which one company stipulated 
agreement to the other’s receiving a cer- 
tificate of convenience and necessity is 
helpful to the commission in preparing 
its order, but, the Colorado commission 
stated, competitive carriers cannot define 
their authority as that is the duty of the 
commission, after hearing has been held 
and sufficient showings made. Re Schlan- 
gen (Decision No. 26002, Application 
No. 7274). 


A motor carrier certificate of conven- 
ience and necessity was canceled by the 
Colorado commission where service 
under the certificate had been discon- 
tinued for approximately six and one- 
half years. Schaeffer v. West (Case No. 
4938, Decision No. 27035). 


An application for a certificate to oper- 
ate a taxicab service was denied by the 
Colorado commission where the com- 
munity was more in need of scheduled 
bus service since the bus service would 
serve a larger number of people for less 
money. Re Rehder (Application No. 
7369, Decision No. 26102). 


Note.—The cases above referred to, where decided b 
will be published in full or abstracted in 
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The New York commission approved a 
carrier’s application for authority to sub- 
stitute busses in place of streetcars and 
reaffirmed its policy of encouraging such 
substitutions in the interest of economical 
and efficient service. Re United Traction 
Co. (C 12503). 


In authorizing a carrier to render bus 
service to supplement service of city- 
owned streetcar lines, the Colorado com- 
mission gave weight to city support of 
the application and stated that the com- 
mission, in cooperating with the city, 
should foster the establishment of ade- 
quate line-haul bus service to handle mass 
transportation (city and intercity) at low 
rates. Re Woods (Application No. 7498, 
Decision No. 27014). 


Objection to the granting of an unre- 
stricted certificate to a contract carrier, 
based on the claim that the shippers to 
be served must be specifically named in 
the certificate of a contract carrier, was 
overruled by the Indiana commission, 
which ruled that no such requirement 
need be met in regard to the certificate of 
such carriers. Re Publix Oil Corp. (No. 
1585-B, 3). 


The New York commission held that 
a through motor carrier must give reason- 
ably adequate local service as well as 
through service, and that, if that obliga- 
tion is not discharged, the carrier cannot 
complain if local consents are given to 
competitors but must face the possibility 
that in time such consents may be amalga- 
mated into a competing through system. 
Re Adirondack Transit Lines, Inc. (Case 
8632). 


In granting authority to transport race 
and show horses intrastate, the Pennsyl- 
vania commission ruled that the proposed 
service need not be established as abso- 
lutely necessary but only as reasonably 
necessary for the convenience of the 
public. Re Seifert (Application Docket 
No. 65766). 
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RE NATURAL GAS PIPELINE CO. OF AMERICA 


FEDERAL POWER COMMISSION 


Re Natural Gas Pipeline Company 
of America et al. 


Docket No. G-651 


Re Chicago District Pipeline Company 


Docket No. G-664 
Opinion No. 133 
May 10, 1946 


PPLICATION for authority to construct and operate additional 
natural gas pipe-line facilities; granted. 


Interstate commerce, § 37.1 — Status of pipe-line company — Scope of Natural 
Gas Act. 
1. Companies engaged in the transportation and sale of natural gas in in- 
terstate commerce for resale by means of a natural gas pipe-line system 
are natural gas companies within the purview of the Natural Gas Act, 
p. 134. 


Certificates of convenience and necessity, § 104 — Natural gas pipe-line construc- 
tion — Inadequacy of existing facilities. 

2. Construction and operation of additional natural gas pipe-line facilities 
should be authorized where, if estimated future firm requirements in the 
areas involved are realized, and expected demands in new market areas are 
to be supplied, such additional pipe-line capacity is necessary, where manu- 
factured gas facilities upon which the area depends for its supply are near- 
ing the end of their service ability and are being used to capacity, and where, 
if the authority is granted, retail companies being supplied by the pipe-line 
company will be able to reduce rates and will not need to make costly re- 
pairs to existing manufactured gas plants, p. 135. 


Security issues, § 106 — Financing of pipe-line construction — High interest rate. 
3. The financing of proposed natural gas pipe-line facilities with 6 per cent 
debt securities was not disapproved by the Commission although it believed 
the interest rate to be completely out of line with prevailing conditions in 
present money markets, it believing that since the bonds were to be issued 
to the company’s affiliate, the transaction was an interdepartmental one 
which was not inimical to the public interest, p. 145. 


Monopoly and competition, § 3 — Natural gas pipe-line construction — Effect on 
coal and railroad industries. 

4. The economic impact upon the coal industry, the railroads, and those 

employed in these industries, constitutes only one of the factors to be con- 
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sidered in passing upon an application for authority to construct natural 
gas pipe lines and should not preclude such construction and operation if 
public necessity therefor exists, p. 150. 


APPEARANCES: James W. Wil- 
liams, William J. McBrearty, and 
Schuyler L. Marshall, for Michigan 
Public Service Commission; L. E. 
Clevenger, for Kansas Corporation 
Commission; Lynn H. Ashley, Fred- 
erick G. Hemmery, and H. J. O’Leary, 
for Wisconsin Public Service Com- 
mission ; John P. Randolph, for Pub- 
lic Service Commission of the state of 
Missouri; Warren Henry and Daniel 
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for Federal Power Commission; D. H. 
Culton, J. J. Hedrick, and W. T. 
Spies, for Natural Gas Pipeline Com- 
pany of America and Texoma Natural 
Gas Company; Donald R. Richberg, 
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Shannon & St. Clair by Carl I. Wheat 
and Robert E. May, for Michigan- 
Wisconsin Pipe Line Company; Rob- 
ert C. Foulston and Lawrence I. 
Shaw, for Northern Natural Gas 
Company ; John S. L. Yost, Ira Lloyd 
Letts, D. H. Culton, and Edward H. 
Lange, for Panhandle Eastern Pipe 
Line Company; Daily, Dines, White 
& Fiedler by Francis L. Daily, John 
M. Connery, Malcolm J. Gillis, and 
Joseph H. Mueller, for Chicago 
Distfict Pipeline Company; Jo- 
seph M. Crawford, for Pocahontas 
Operators Association; Tom J. Mc- 


64 PUR(NS) 


Grath, for Order of Railway Conduc- 
tors, Brotherhood of Locomotive 
Engineers, Brotherhood of Locomo- 
tive Firemen and Enginemen, Switch- 
men’s Union of North America; Tom 
J. McGrath and James W. Haley, for 
National Coal Association; Tom J. 
McGrath and Welly K. Hopkins, for 
United Mine Workers of America; 
Amos M. Mathews, for Western Rail- 
roads; Roy S. Kern, for Baltimore 
and Ohio Railroad and other Eastern 
Railroads ; Philip H. Porter, for Lake 
Michigan Docks Association, Wiscon- 
sin Upper-Michigan Fuel Dealers As- 
sociation, Solid Fuel Institute of Mil- 
waukee County, Wisconsin ; Daniel D. 
Carmell, for Coal Drivers, Helpers 
and Handlers Union, Local 704; A. 
G. Goldberg of Padway & Goldberg, 
for Associated Coke Plant Employees, 
etc.; Joseph B. Fleming and Manly 
S. Hunt, for Chicago Coal Merchants 
Association; Philip H. Porter, for 
Wisconsin Coal Bureau, Inc. and Wis- 
consin Upper-Michigan Fuel Dealers 
Association, etc.; Charles E,. Mahan 
and S. C. Higgins, Jr., for Winding 
Gulf Operators Association; George 
B. Pidot, for North Shore Gas Com- 
pany and Central Illinois Gas and 
Electric Company; Charles E. Ma- 
han and S. C. Higgins, Jr., for New 
River Coal Operators Association; 
Dale H. Fillmore, for city of Dear- 
born, Michigan; Charles W. Stadell 
and A. J. Christiansen, for Central 
Illinois District Coal Operators Com- 
mittee, etc.; Robert H. Allison, for 
District No. 12, United Mine Work- 
ers of America; George D. Horning, 
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for National Coal Association, An- 
thracite Institute. 


By the Commission: This pro- 
ceding involves (1) the joint appli- 
ation of Natural Gas Pipeline Com- 
pany of America (Natural) and Tex- 
oma Natural Gas Company (Tex- 
oma) and (2) a separate application 
by Chicago District Pipeline Company 
(Chicago District) seeking certifi- 


cates of public convenience and neces- 
sity under § 7(c) of the Natural Gas 
Act, 15 USCA § 717f(c), as amend- 
ed, to authorize the construction and 
operation of additions to existing pipe- 


line facilities. The estimated cost of 
the facilities proposed to be installed is 
$16,721,723 for Natural, $2,509,352 
for Texoma, and $1,208,600 for Chi- 
cago District, a total of $20,439,675 
for the three applicants. 

On July 13 1945, Natural and Tex- 
oma, both being corporations organ- 
ized and existing under the laws of 
the state of Delaware, filed a joint 
application, as supplemented, to au- 
thorize applicants jointly, but each in 
respect to the facilities to be construct- 
ed by it, to construct and operate ad- 
ditional pipe-line facilities + to provide 





1 Facilities which Texoma seeks authority 
to construct: 

(a) Four new compressor en- Estimated 
gines of 1,250 horsepower each at Cost 
Texoma’s compressor station No. 
22 in the Panhandle field, to in- 
crease the total installed capacity 
at said station from 4,000 to 9,000 
horsepower; and also additional 
capacity in the dehydration and 
natural gasoline plant facilities 
located at such station 

(b) 25.86 miles of 26-inch pipe 
line extending from a point near 
Gray, Oklahoma, in a southerly 
direction to loop the existing 24- 
inch pipe line 

(c) Meters, regulators, 
other appurtenances, including 
employees’ cottages, necessary or 
convenient for the utilization of 
the facilities described in (a) and 
b 


$1,367,406 


179,039 


Total estimated cost to Tex- 
oma $2,509,352 

Facilities which Natural seeks authority to 
construct: 

(a) A 26-inch loop line for a Estimated 
distance of 38.86 miles beginning Cost 
at Station No. 2 and ending at 
the south header of the Cimmarron 
tiver crossing 

(b) A 26-inch loop line 66.19 
miles in length beginning at the 
north end of the existing 26-inch 
loop near Garfield, Kansas, ex- 
tending through Station No. 4 and 
ending at the existing 26-inch loop 
near Wilson, Kansas 

(c) A 26-inch loop line 69.78 
miles in length beginning at the 
north end of the existing 26-inch 
loop near Haddam, Kansas, ex- 


$1,764,024 


2,815,027 
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tending through Station No. 6 and 
ending at the existing 26-inch loop 
near Unadilla, Nebraska 

(d) A 26-inch loop line 69.83 
miles in length beginning at the 
east end of the existing 26-inch 
loop near Orient, Iowa, extending 
through Station No. 8 and ending 
at a point 34.70 miles east there- 
from 

(e) Two 20-inch lines with a 
span distance of 1.38 miles across 
the Des Moines river and fl 
valley at the west end of the ex- 
isting 26-inch loop near Tracy, 
Iowa 

(f) A 26-inch loop line 40.44 
miles in length beginning at the 
east end of the existing 26-inch 
loop near Ardon, Iowa, and end- 
ing at a point near Crampton, 
Illinois 

(g) A 24-inch loop line 52.27 
miles in length beginning at a 
point near LaSalle, Illinois, and 
ending at the Joliet Regulator 
Station 

(h) A 2-inch lateral line ap- 
proximately 6.75 miles in length, 
extending from Natural’s pipe- 
line system at a convenient point 
north of the city of Creston, 
Iowa, to the vicinity of its city 
limits 

(i) A 2-inch lateral line, ap- 
proximately 3.2 miles in length, 
extending from Natural’s pipe- 
line system at a convenient point 
north of the city of Washington, 
Iowa, to the vicinity of its city 
limits 

(j) A 2-inch lateral line, ap- 
proximately 10 miles in length, 
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$2,853,904 


3,129,121 


2,394,378 
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increased pipe-line capacity to meet 
increasing firm gas requirements of 
markets presently served and to serve 

New Markets 


Distributing Company 


certain new markets. The new mar- 
kets which Natural proposes to serve 
are the following: 


Population 


Aupremently 25 towns in Illinois in- North Shore Gas Co. ....cccsccscccccess 119,00 


— Winnetka, Waukegan, High- 

land Park, Lake Forest, and North 
Chicago. 

Creston, Iowa 

Washington, Iowa 

Mendota, Illinois 

Rockford, Illinois (present service by 
Natural includes 10% of domestic 
and 85% of industrial requirements) 

Freeport, Illinois 

Pecatonica, Illinois 


Total population of proposed new markets 


Chicago District, a corporation or- 
ganized and existing under the laws of 
the state of Illinois, in its application 
of September 17, 1945, seeks author- 
ity (1) to construct and operate two 
sections of 24-inch loop lines, aggre- 
gating approximately 23.06 miles, 
along its Crawford line in Will, Cook, 
and Dupage counties, Illinois, with 
necessary appurtenant facilities, at an 
estimated cost of $1,208,600, and (2) 
to serve Public Service Company of 
Northern Illinois at a new point of 
delivery near Volo, Lake county, 
Illinois. 


Central States Electric Co. .. 
Iowa Southern Utilities Co. 
Illinois Northern Utilities Company 

Central Illinois Electric & Gas Company .. 


2,700 
241,580 


The daily sales capacity of Natural’s 
existing pipe-line system is presently 
279,000 thousand cubic feet stated on 
a 1,000 stu basis.* The new facil- 
ities proposed by Natural (including 
facilities proposed by Texoma) will 
increase such sales capacity to 364,- 
000 thousand cubic feet, a net increase 
of 85,000 thousand cubic feet. 

Pursuant to the Commission’s or- 
der of December 5, 1945, the matters 
involved in the joint application of 
Natural and Texoma (Docket No. 
G-651) and the application of Chicago 
District (Docket No. G-664) were 





extending from Natural’s pipe- 
line system at a convenient point 
south of the city of Mendota, IIli- 
nois, to the vicinity of its city 
limits 

(k) Two railroad crossings to 
complete the 19.75 mile section of 
20-inch pipe line extending from 
the north header of Coon Creek 
near Garden Prairie, Illinois, to 
the Main Line Gate Valve No. 9 
near Greenwood, Illinois 

(1) A lateral line consisting of 
18.50 miles of 16-inch pipe, ex- 
tending from the said 20-inch pipe 
line at Main Line Gate Valve No. 
9 near Greenwood, Illinois, easter- 
ly to a point near Volo, Illinois, 
thence the lateral will be extended 
easterly, by constructing 7.63 miles 
of 8-inch pipe, to a point near 
Grays Lake, Illinois 
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806,042 


(m) All meter settings, pressure 
regulating devices, and other ap- 
purtenances necessary or conven- 
ient for the utilization of the 
facilities described above 


261,694 


Total estimated cost to Nat- 
ural $16,721,723 
2Natural gas “as metered” by Natural 
averages approximately 1,040 sru per cubic 
foot but for billing purposes such gas is con- 
verted, to a 1,000 stu per cubic foot equiva- 
lent. Natural’s daily pipe-line capacity on 
an “as metered basis” (1,040 sru) is 268,000 
thousand cubic feet. The new facilities pro- 
posed will increase that capacity by 81,000 
thousand cubic feet, to a total capacity of 
349,000 thousand cubic feet. Unless other- 
wise stated the figures used throughout this 
opinion, in so far as they relate to sales and 
poo besa will be stated on a 1,000 
BTU 
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consolidated with pending applications 
of Natural and Texoma (Docket No. 
G-231)* for authority to extend pipe- 
line facilities into the state of Wiscon- 
sin, and the application of Michigan- 
Wisconsin Pipe Line Company 
(Docket No. G-669) seeking au- 
thority (1) to construct a new 
pipe-line system from gas fields in 
Texas and Oklahoma through the 
states of Kansas, Iowa, Illinois, Wis- 
consin, and Michigan, and (2) to sell 
gas for resale within such territory. 
At the time these dockets were con- 
solidated it appeared that the public 
interest would be best served by hear- 
ing testimony and evidence in all 
dockets before acting upon the appli- 
cation in any docket. However, the 


testimony and evidence adduced in 
Docket Nos. G-651 and G-664 indi- 
cate that there is presently no real con- 
flict of interest in such dockets (except 


as concerns service to Creston and 
Washington, Iowa) and public con- 
venience and necessity require an 
early disposition of applications by 
Natural, Texoma, and Chicago Dis- 
trict if adequate natural gas service is 
to be assured in the communities 
served, or to be served, by them. 
According to its own application, 
Michigan-Wisconsin is not and will 
not be in a position to serve any mar- 
ket until after January 1, 1948. In 
the meantime Natural must continue 
service to the markets it now serves 
and provide service to meet increased 
demands including service in new 
areas where service is required in the 
public interest. There can, therefore, 


_ be no justification for delaying action 


on the pending applications (Docket 


Nos. G-651 and G-664) until the ap- 
plication of Michigan-Wisconsin has 
been concluded. Accordingly, we will 
dispose of the joint application of 
Natural and Texoma in Docket No. 
G-651 and the application of Chicago 
District Pipeline Company in Docket 
No. G-664, without awaiting the con- 
clusion of the hearings on Michigan- 
Wisconsin’s application in Docket No. 
G-669. 

After due notice, opening state- 
ments of counsel on behalf of all ap- 
plicants, counsel for interveners, and 
Commission counsel were heard in 
the above-consolidated dockets (G- 
231, G-651, G-664 and G-669) in 
Washington, D. C., on January 8, 
1946. Thereafter, hearings were held 
in Chicago, Illinois, concerning mat- 
ters involved in the joint application 
of Natural and Texoma (Docket No. 
G-651) and Chicago District (Docket 
No. G-664). Testimony was also 
heard at the same time on behalf of 
North Shore Gas Company and Cen- 
tral Illinois Electric and Gas Com- 
pany, interveners, who undertook to 
show that they were in urgent need of 
a natural gas supply from Natural to 
supplant inadequate and worn-out 
manufactured gas facilities. These 
hearings extended from January 14, 
1946, through January 24, 1946. 

Further hearings being recessed to 
March 4, 1946, Natural, Texoma, 
and Chicago District on February 8, 
1946, filed a joint motion (1) to sep- 
arate the proceedings in Docket Nos. 
G-651 and G-664 from the proceed- 
ings in Docket Nos. G-231 and G-669, 
(2) for oral argument upon the mat- 
ters involved in Docket Nos. G-651 





22On April 15, 1946, the Commission en- 
tered an order permitting Natural and Tex- 


oma to withdraw their application in Docket 
No. G-231. 
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and G-664 at the conclusion of the 
hearings to reconvene in Chicago on 
March 4, 1946, and (3) for a deci- 
sion by the Commission upon the ap- 
plications in Docket Nos. G-651 and 
G-664 without waiting for the conclu- 
sion of the hearings in Docket Nos. 
G-231 and G-669. 


Upon consideration of such joint 
application, the Commission by its 
order of March 11, 1946, assigned 
the matters involved in G-651 and 
G-664 for oral argument in Washing- 
ton, D. C., on March 25, 1946. The 
hearings upon such applications (G- 
651 and G-664) being concluded in 
Chicago on March 11, 1946, oral ar- 
gument was had as provided by the 
Commission’s order and counsel for 
the applicants in such dockets, upon 
argument, stressed the fact that esti- 
mated requirements for the winter 
season of 1946-1947, as shown by 
the record of the hearings, clearly 
demonstrated that applicants’ peak 
day firm requirements would exceed 
existing pipe-line capacity; that early 
consideration and determination of the 
applications in Docket Nos. G-651 and 
G-664 were necessary and desirable 
in the public interest; and that if such 
increased pipe-line capacity was to be 
provided to meet estimated peak day 
demands, early decision by the Com- 
mission was necessary in order that 
pipe and required equipment could be 
placed on order for earliest possible 
delivery so that the installation of loop 
lines and equipment could be com- 
pleted in time to meet peak day firm 
requirements for the forthcoming win- 
ter season. 


Jurisdiction 

[1] Natural and Texoma, joint ap- 
plicants in Docket No. G-651, are 
engaged in the transportation of nat- 
ural gas in interstate commerce and in 
the sale of natural gas in interstate 
commerce for resale by means of a 
natural gas pipe-line system compris- 
ing the following facilities: 

(1) The Texoma system extends 
from its Fritch station in Hutchison 
county, Texas, approximately 73.5 
miles in a northeasterly direction to 
and across the Texas-Oklahoma state 
line and thence a distance of 4.8 miles 
to a point near Gray, Oklahoma, 
where it connects with the natural gas 
pipe-line of Natural; 

(2) The system of Natural extends 
from its connection with Texoma near 
Gray, Oklahoma, in a general north- 
easterly direction approximately 37.9 
miles to and across the Oklahoma- 
Kansas state line; 277 miles in 
Kansas to and across the Kansas-Ne- 
braska state line; 96.3 miles in Ne- 
braska to and across the Nebraska- 
Iowa state line; thence generally 
easterly approximately 255.9 miles in 
Iowa to and across the Iowa-Illinois 
state line; 155.9 miles in Illinois to a 
point approximately 2 miles west of 
Joliet, Illinois, with a 20-inch branch 
line extending generally northeast 
from its Geneseo, Illinois compressor 
station to a point 29 miles southwest 
of the Illinois-Wisconsin state line.* 

Natural gas produced by Texoma 
in the Panhandle field of Texas, as 
well as natural gas purchased by 
Natural from Colorado Interstate 
Gas Company and delivered by Cana- 





8 Natural also owns approximately 29 miles 
of 20-inch pipe line extending to the Wis- 
consin-Illinois state line. This line is com- 
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plete except for railroad crossings. (See 
[1945] Docket Nos. G-236 and G—536, 60 
PUR(NS) 291.) ' 
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dian River Gas Company to Texoma, 
is transported through the pipe-line 
facilities of Texoma and Natural to 
various points of sale in Kansas, Ne- 
braska, lowa, and Illinois where such 
gas is sold to distributing companies 
for resale for ultimate public consump- 
tion. Some sales are made by Nat- 
ural to industrial consumers direct 
from its gas transmission system but 
the total of such sales is small com- 
pared to sales for resale. 

Natural and Texoma are each a 
“natural-gas company” within the 
meaning of that term as defined in 
the Natural Gas Act and are engaged 
in the transportation of natural gas 
in interstate commerce and the sale 
of natural gas in interstate commerce 
for resale, pursuant to a “grandfather 
certificate” issued by this Commis- 
sion.* 

Applicant, Chicago District is an 
lilinois corporation engaged in the 
transportation of natural gas in inter- 
state commerce and in the sale of 
natural gas in interstate commerce for 
resale for ultimate public consumption 
in the states of Illinois and Indiana 
by means of two transmission pipe 
lines beginning at the point of connec- 
tion with Natural approximately 2 
miles west of the city of Joliet, Illinois. 
One of such pipe lines, approximately 
41 miles in length and known as the 
Calumet line, extends eastwardly 
through Chicago Heights, Illinois, 
and thence northerly to connections 
with the gas mains of The Peoples 
Gas Light and Coke Company at the 
city limits of the city of Chicago. 
Northern Indiana Public Service 
Company is served from this line by 


a tap extending to the Illinois-Indi- 
ana state line. A part of the gas re- 
quirements of Public Service Com- 
pany of Northern Illinois are also sup- 
plied from this line. The second pipe 
line, known as the Crawford line, ex- 
tends northeasterly approximately 34 
miles generally along the north bank 
of the drainage canal of the Sanitary 
District of Chicago to a connection 
with the gas main of The Peoples Gas 
Light and Coke Company at the west- 
ern city limits of the city of Chicago. 
A part of the gas requirements of 
Public Service Company of Northern 
Illinois and all the general service re- 
quirements of Western United Gas 
and Electric Company are also sup- 
plied from the Crawford line. 

By means of such facilities Chicago 
District transports natural gas pro- 
duced in Texas and purchased by it 
from Natural to points of connection 
with gas distributing companies in 
the Chicago area and surrounding 
territory in Illinois as well as northern 
Indiana and is a “natural-gas com- 
pany” within the meaning of that term 
as used in the Natural Gas Act.® 


Present and Future Requirements of 
Natural 


[2] The record shows that peak 
day firm system requirements of Nat- 
ural on December 20, 1945 (the all- 
time firm peak day requirements of 
Natural) was 255,111 thousand cubic 
feet. The firm peak day require- 
ments for the winter season of 1946- 
1947 (stated as at January 1, 1947) is 
estimated at 314,430 thousand cubic 
feet. Of this total, 301,679 thousand 
cubic feet is the estimated require- 





*Docket No. G-235. See also (1940) 
Docket Nos. G-109 and G-112, 2 FPC 218, 
223, 35 PUR(NS) 41, affirmed (1942) 315 
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US 575, 86 L ed 1037, 42 PUR(NS) 129, 62 
S Ct 736. 
5 Docket No. G-289. 
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ments in the market areas now served 
by Natural, and 12,751 thousand cubic 
feet represents the estimated require- 
ments in the new market areas which 
Natural proposes to serve. The 
estimated firm peak day require- 
ments for the winter season of 
1947-1948 (stated as at January 1, 
1948) totals 355,510 thousand cubic 
feet. Of that total 338,391 thousand 
cubic feet represents firm require- 
ments in the market areas now served 
and 17,119 thousand cubic feet repre- 
sents firm requirements in the mar- 


Present Markets 
Chicago District Pipeline Company 


Iowa Illinois Gas and Electric Co. ........... 
Comten’, States Heseirie Coe.. ..ccccccecccccces 


Iowa Power & Light Company 
City of Nebraska City 

Illinois Power Company 
United Gas Service Company 
Princeton Gas Service Co. 


Illinois Northern Utilities Co. ............... 
Central Illinois Electric and Gas Co. ........ 
Kewanee Public Service Co. .......cccceccees 


Wisconsin Southern Gas Co.® 
Main Line Industrials 


Total for existing markets 


Proposed New Markets 
North Shore Gas Company 


Central Illinois Electric & Gas Co. (Rockford, Illinois) ... 


eee twee eeee 


ceccccceccce 477 625 625 


SoSH OSES EEE EEE Eee 255,111 


ket areas which Natural seeks author- 
ity to serve. 

The tabulation below shows actual 
firm natural gas deliveries by Natural 
on December 20, 1945, to each dis- 
tributing utility which presently takes 
its natural gas supply from Natural, 
estimated requirements for each as of 
January 1, 1947, and January 1, 1948, 
and the firm requirements of main 
line industrials. The tabulation also 
shows estimated firm peak day re- 
quirements of distributing utilities in 
new areas which Natural proposes to 


M Cu. Ft. of 1,000 sru Gas 
12-20-45 1-1-47 1-1-48 
(Actual) (Estimated) 

257,660 
31,500 
1,635 
1,980 
880 
525 
145 
100 
2,174 
2,215 


400 520 
1,840 1,840 








301,679 338,391 


M Cu. Ft. of 1,000 sru Gas 
12-20-45 1-1-47 1-1-48 
(Estimated) 
7,590 
4,895 


Illinois Northern Utilities Co. (Mendota, Illinois) 71 


Central States Electric Co. (Creston, Iowa) 


100 


Iowa Southern Utilities Co. (Washington, Iowa) 95 


Total for new markets 


Total Requirements of Natural 


The important increases in Nat- 
ural’s firm requirements (increases 
over December 20, 1945) are reflect- 
ed in estimates of (1) Chicago Dis- 
trict Pipeline Company, (2) Iowa IIli- 








12,751 


255,111 314,430 355,510 


nois Gas and Electric Company, and 
(3) demands in the new market 
areas which applicants propose to 
serve. These increased requirements 
are: 





€@ Service authorized in Docket Nos. G-234 
and G-—536, supra, but the pipe line to serve 


this utility is not yet completed in so far as 
certain railroad crossings are 
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1-1-47 
Chicago District Pipeline 
Company 
lowa Illinois Gas and Elec- 
tric Company 
Proposed new markets 


1-148 
71,179 
11,609 
17,119 


7,109 
12,751 


Increase over Dec 


ember 
20, 1945 99,907 


The 1947 and 1948 estimates for 
six of the gas distributing companies 
now supplied by Natural, and for main 
line industrials, are less than demands 
realized on December 20, 1945.7 The 
record shows that these estimates were 
based on peak day demands established 
prior to December 20, 1945, and that 
requirements in such areas for 1947 
and 1948 are expected to exceed ac- 
tual demands realized on December 
20, 1945. Four of the utilities listed 
show small increases.* These in- 
creases are due entirely to increases on 
account of general domestic service 
and residential space heating. 

Natural’s present pipe-line capaci- 
ty is 279,000 thousand cubic feet on 
a 1,000 stu basis. On December 20, 
1945, actual firm requirements were 
255,111 thousand cubic feet. Spare 
pipe-line capacity on that date was, 
therefore, 23,889 thousand cubic feet. 


For the peak day of the 1946-1947 
season Natural’s estimated firm re- 
quirements exceed present pipe-line 
capacity by approximately 35,500 
thousand cubic feet and for the 1947- 
1948 season by approximately 76,000 
thousand cubic feet. It is apparent, 
therefore, that if estimated future firm 
requirements in the areas now served 
by Natural are realized and expected 
demands in new market areas are to be 
supplied, Natural must provide addi- 
tional pipe-line capacity. 


Chicago District’s Peak Day Require- 

ments 

All natural gas purchased by Chica- 
go District (less company use and 
unaccounted for gas) is sold to four 
gas distributing utilities which supply 
the Chicago metropolitan area, includ- 
ing the northern Indiana area adja- 
cent to the Illinois-Indiana state line. 
The natural gas requirements of these 
distributing companies (actual for De- 
cember 20, 1945, and estimated by 
the distributing companies for Jan- 
uary 1, 1947, and January 1, 1948) 
are shown by the following state- 
ment : 





7 


Central States Electric Company 
Iowa Power & Light Company 
City of Nebraska City 

Illinois Power Company 

United Gas Service Company 
Princeton Gas Service Company 
Main Line Industrials 


Illinois Northern Utilities 


Central Illinois Electric & Gas Co. ........-- 
Kewanee Public Service Co. ....cseccccceces 
Wisconsin Southern Gas Co. ..cesceccceccecs 


Total 
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12-20-45 
(Actual) 


1-1-47 1-1-48 

(Estimated) 
1,635 1,635 
1,980 1,980 
880 


880 

525 525 

145 145 

100 100 
1,840 1,840 


7,105 7,105 


1-1-47 1-1-48 
(Estimated) 
2,174 2,586 


(Actual) 


otosdecdcavens 1,951 2,215 2,215 
625 


477 625 
_ 400 520 


4,394 5,414 5,946 
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Distributing Utility 


Peoples Gas Light and Coke Company 
Public Service Company of Northern Illinois 
Western United Gas and Electric Company 
Northern Indiana Public Service Company 
Company use and unaccounted for 


Total Requirements—Chicago District 1° 


All four utilities distribute manufac- 
tured or mixed gas generally. The 
only exception is Public Service Com- 
pany of Northern Illinois (Public 
Service) which, at the present time, 
distributes straight natural gas in the 
area around Wedron, Streator, and 
Ottawa, Illinois, and in the area 
around Kankakee, Illinois. It is also 
to be noted that, under the proposal in 
Docket No. G-664, as amended, Pub- 
lic Service proposes to convert its 
Northern Division from mixed gas 
‘service (800 stu) to straight natural 
gas service. Gas for this area will be 
delivered to Public Service at Volo, 
Illinois, directly from the facilities of 


General Service 


Other than space heating ........e. é¢0eces 


Space heating 


Total general service 


Firm Industrial 
Glass and Chemical 1 


Total Firm Gas Requirements 


Estimated increase in peak day firm 


gas requirements, 1946-1947 over 
1945, is 43,877 thousand cubic feet. 
Of this total 43,361 thousand cubic 


ecsece «- 144,146 


M Cu. Ft. of 1,000 sru Natural Gas 
12-20-45 1-1-47 1-1-48 
(Actual ) (Estimated) 


165,720 168,240 
47,5409 69,4509 
24,700 28,850 
16,700 19,800 

3,000 3,000 


289,340 


Natural, although the sales transaction 
involves a sale by Natural to Chicago 
District which, in turn, sells to Public 
Service. 

The total 1945 peak day firm re. 
quirements of the four distributing 
utilities (mixed gas for send-out to 
ultimate consumers, natural gas in the 
areas where Public Service distributes 
or proposes to distribute natural gas 
and natural gas requirements for the 
glass and chemical industry) and esti- 
mated peak day firm requirements for 
the seasons 1946-1947 and 1947-1948 
are set forth in the following state- 
ment: 








218,161 257,660 


M Cu. Ft. 1,000 sru Equivalent 
1945 1946-1947 1947-1948 
(Actual) (Estimated) 


144,374 148,916 
141,919 172,402 


286,293 321,318 
1,600 1,70 
33,200 


34,300 
321,093 


112,085 


—_——_ 


357,318 


feet is due to estimated increase in 
the requirements for space heating and 
for the glass and chemical industries. 
Likewise, the estimated increase in 





%Includes 10,150 thousand cubic feet on 
January 1, 1947, and 30,100 thousand cubic 
feet on January 1, 1948, to be delivered at 
Volo, Illinois. 

10 The figures in this tabulation represent 
the total volumes of natural gas purchased 
by Chicago District from Natural on a firm 
basis, and include some natural gas sold by 
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Chicago District on an interruptible basis for 
resale by distributing companies on an inter- 
ruptible basis to glass and chemical indus- 
tries. See footnote 11. 

11 Volume of straight natural gas purchased 
by Chicago District on a firm basis but sold 
by Chicago District and distributing utilities 


on an interruptible basis. 
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eak day firm requirements for 1947- 
1948 over 1946-1947 is 36,225 thou- 
sand cubic feet, of which 31,583 
thousand cubic feet is for space heat- 
ing and for glass and chemical indus- 
tries. 


Space Heating 
Residential 1% 
Commercial 18 
Industrial 


Witnesses on behalf of each of the 
three Illinois utilities distributing gas 
in the Chicago metropolitan area, tes- 
tified that estimated increases in peak 
day firm requirements for residential 
heating were based on surveys which 
indicated that approximately one-half 
of all new homes would be heated by 
gas, and that 50 per cent of such es- 
timated increase represented space 
heating in new homes, while the oth- 
er 50 per cent represented conversion 
from other types of fuel. Testimony 
relating to space heating in the North- 
ern Indiana territory showed that ap- 
proximately 20 per cent of new homes 
would be heated by gas. Estimates 
of space heating demands for the cur- 
rent year, which were made at the 
time applications were filed (G-651 
and G-664), were exceeded on the 
peak day of December 20, 1945, and 
it is not unlikely that estimates for the 


Utility 
Public Service 
Western United 
Public Service 
Public Service 


Delivery 
Calumet Line 
Calumet Line 
Crawford Line 
Wedron Tap 


This tabulation shows that the prin- 
cipal requirement for the glass and 


Space heating requirements, divid- 
ed between residential, commercial, 
and industrial, are shown to be as fol- 
lows : 


1946-1947 1947-1948 
(M Cu. Ft.) (M Cu. Ft.) 


144,228 
23,556 
4,345 4,618 


141,919 172,402 


1946-1947 and 1947-1948 seasons will 
also be exceeded. 


Glass and Chemical Industries — Es- 
timate of Future Requirements 
Estimated future requirements of 

the glass and chemical industries pre- 

sent a problem. The record does not 
show just what particular need is re- 
lied upon to justify the estimated in- 
crease in firm future requirements. 

The estimated increase in peak day 
firm demands of Chicago District for 
the years 1947 and 1948, over De- 
cember 20, 1945, for glass and chemi- 
cal industries total 13,527 thousand 
cubic feet and 14,567 thousand cubic 
feet respectively. The following state- 
ment shows the extent to which fa- 
cilities of Chicago District are utilized 
for this type of service and the distrib- 
uting utilities which sell to the glass 
and chemical industries served: 


12-20-45 1947 1948 
(Actual) (Estimated) 
8,200 
700 
2,300 
22,000 


19,673 33,200 


chemical industries is via the Wedron 
Tap located west of Joliet, Illinois. 


1945 
(M Cu. Ft.) 


115,760 
21,814 








12 Space heating peak day requirements for 
Northern Indiana Public Service Company 
allocated between residential and commercial 


consumption on the basis of annual sales 
ratios. 
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The Wedron Tap is a direct connec- 
tion between the facilities of Natural 
and Public Service. However, Nat- 
ural sells this gas to Chicago District 
and Chicago District, in turn, makes 
the sale to Public Service. Gas re- 
quirements imposed at the Wedron 
Tap have no bearing on the require- 
ments of Chicago District for in- 
creased facilities since such deliveries 
are made directly by Natural west of 
Joliet, Illinois, and no facilities of Chi- 
cago District are involved. The rea- 
sonableness of such future require- 
ments, however, does bear upon Nat- 
ural’s estimate of future requirements. 
Exhibits submitted show that nat- 
ural gas for this type of service is 
purchased by Chicago District from 
Natural on a firm basis. However, 
Chicago District’s sales to Public 
Service and Western United, as well 
‘as sales by such distributing compa- 
nies to glass. and chemical industries 
are on an interruptible basis.” 
Estimated future requirements for 
glass and chemical industries were ar- 
rived at after consultation between 
representatives of the distributing util- 
ities and the glass and chemical in- 
dustry. It is to be noted that no rep- 
resentatives of the glass and chemical 
industries appeared at the hearing to 
support their estimate of future re- 
quirements. Furthermore, upon cross- 
examination of the witness who ap- 
peared on behalf of Public Service to 
support estimates submitted by that 
company, it was developed that “Pro- 
spective Customer No. 1,” a supposed- 
ly new customer which was expected 
would require 5,500 thousand cubic 
feet on the 1947 peak day and 5,540 


thousand cubic feet on the 1948 peak 
day probably will not materialize. To 
this extent, estimated requirements for 
glass and chemical industries are over- 
stated. The maximum of estimated 
future requirements for glass and 
chemical industries which can be justi- 
fied by the record is as follows: 


Estimated 
Jan.1, Jan.1, 
1946 1948 


Dec. 20, 
1945 


Western United .... 414 


Public Service 


700 850 


The total stated above for Public 
Service results from the elimination of 
estimated requirements for “Prospec- 
tive Customer No. 1” shown by Pub- 
lic Service at 5,500 thousand cubic 
feet for 1947 and 5,540 thousand cubic 
feet for 1948. The record does not 
show that gas to provide firm service 
on the part of Natural is necessary 
when Chicago District supplies such 
gas to the distributing companies on 
an interruptible basis. However, the 
additional capacity which we are asked 
to authorize in these dockets (G-651 
and G-664) will probably not be ade- 
quate beyond 1948; and when future 
requests are made by Natural or Chi- 
cago District for increase in pipe-line 
capacity, the Commission can then 
take whatever steps may be required if 
continued service practices in this re- 
gard are not justified. 


Iowa Illinois Gas and Electric Com- 
pany Increase in Peak Day Firm 
Requirements 
Iowa Illinois Gas and Electric Com- 

pany distributes natural gas in Moline 

and Rock Island, Illinois, and Daven- 





18 Chicago District RD-1 rate schedule pro- 
vides that sales to Public Service and West- 
ern United may be made on a firm basis, 


64 PUR(NS) 


upon election of such utilities, six months 
after the War. 
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port, Iowa. Its entire requirements 
are supplied by Natural. Estimated 
increases in peak day firm require- 
ments of 7,109 thousand cubic feet 
for 1946-1947 and 11,609 thousand 
cubic feet for 1947-1948 (as compared 
with total requirements on December 
20, 1945) are due to estimated in- 
creases in residential space heating re- 
quirements which the utility must sup- 
ply. 
New Market Peak Day Firm Require- 

ments 

Estimated peak day firm require- 
ments in the new markets which Nat- 
ural proposes to serve, by class of 
service in each new market area, are 
shown by the following statement: 


M Cu. Ft. of 
1,000 stu Gas 
1947 1948 
(Estimated) 
North Shore Gas Company 
Residential 
Residential Space Heating . 4,100 
Commercial 670 
Industrial 


Rockford, [Illinois (Central 
Illinois Electric and Gas 
Company ) #4 

Residential ' 
Residential Space Heating § 3,615 
Commercial 570 
Industrial 


Mendota, Illinois (Tilinois 
Northern Utilities 


Company) 
Residential (Including space 

heating ) 64 
Commerc ial 15 


110 


189 


Creston, Iowa (Central States 
Electric Company) 15 100 140 
Washington, Iowa (Iowa South- 
ern Utilities Company).... 95 135 


Natural seeks authority (1) to sell 
natural gas to meet the full gas dis- 
tribution requirements of North 
Shore, and (2) to construct approxi- 
mately 8 miles of 8-inch line from the 
vicinity of Volo, Illinois, to a point 
near Grays Lake, Illinois, where con- 
nection will be made with distribution 
lines of North Shore. These facilities 
will be owned and operated by Natural 
and the cost of construction is estimat- 
ed at $166,759. The entire cost of 
making the change-over in consumers’ 
existing gas equipment will be borne 
by North Shore. 

North Shore Gas Company dis- 
tributes manufactured gas of approxi- 
mately 565 Bru content in 25 or more 
towns and communities northwest of 
the metropolitan area of Chicago, in- 
cluding Waukegan, Highland Park, 
Winnetka, North Chicago, Lake For- 
est, and Glencoe. The present manu- 
factured gas facilities supplying this 
area must be replaced if natural gas 
service is not provided. The con- 
struction of such new facilities would 
increase the cost of gas and impose 
materially higher rates upon consum- 
ers in the area. If natural gas service 
is made available, as proposed by Nat- 
ural, North Shore will be in a posi- 
tion to supply straight natural gas at 
rates which will be approximately 
14 per cent lower than the rates now 
charged. Evidence in this regard fur- 
ther shows that $700,000 in invest- 
ment will be required for new plant 
capacity and $200,000 for deferred 
maintenance plus additional sums to 





4 Natural gas requirements shown do not 
include requirements in area now served with 
natural gas, 
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15Load primarily residential with some 
commercial use. 
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increase distribution main capacity if 
the area is to be supplied with manu- 
factured gas. North Shore states that 
if these expenditures were made an 
increase in rates would be necessary. 

More than 75 per cent of the esti- 
mated requirements of North Shore 
is for general domestic use and for res- 
idential space heating. With the con- 
struction which Natural proposes, an 
adequate supply of natural gas will be 
available and the advantages to con- 
sumers in the area served by North 
Shore fully justify the extension of 
facilities and service proposed by Nat- 
ural. 


Rockford, Illinois. Under tempo- 
rary authority issued by this Commis- 
sion on April 17, 1942, Natural was 
authorized to deliver natural gas to 
Central Illinois Electric and Gas Com- 


pany to supply industrial requirements 


in Rockford, Illinois. War necessities 
prompted this action. Natural now 
seeks authority to supply the full re- 
quirements of Central Illinois Electric 
and Gas Company in the Rockford, 
Pecatonica and Freeport area. The 
new area to be served is largely resi- 
dential. The record shows that the 
manufactured gas facilities, upon 
which these towns depend for their 
supply, are nearing the end of their 
serviceability and are now used to ca- 
pacity. Without new additions these 
facilities will not be adequate to meet 
firm requirements in the future. The 
necessities of the situation, as far as 
Rockford, Pecatonica and Freeport 
are concerned, are not as aggravated 
as that which confronts North Shore 
Gas Company. However, all facili- 
ties are now installed to enable Nat- 
ural to provide natural gas to the gas 
distributing company for service to 
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Rockford and the surrounding area, 

If natural gas is supplied by Nat- 
ural, Central Illinois Electric and Gas 
Company proposes to reduce its con- 
sumer rates. Company officials esti- 
mate that saving will amount to $180, 
000 a year or a reduction of approxi- 
mately 10 per cent. Under the cir- 
cumstances, natural gas service to 
consumers in Rockford, Pecatonica, 
and Freeport is essential in the public 
interest. 


Mendota, Illinois. Natural pro- 
poses to sell natural gas to Illinois 
Northern Utilities Company for dis- 
tribution in Mendota, Illinois. Peak 
day requirements are estimated at 71 
thousand cubic feet on January 1, 
1947, and 189 thousand cubic feet on 
January 1, 1948. Service to Mendota 
will be provided from the main trans- 
mission line of Natural by the con-, 
struction of 10 miles of 2-inch line 
at an estimated cost of $63,040. The 
quantity of gas required to serve this 
community will not affect Natural’s 
ability to serve other markets. 

At the present time Mendota is sup- 
plied with manufactured gas and if 
natural gas is made available the re- 
duced cost of gas to the distributing 
company will be passed on to the con- 
sumers. The estimated reduction in 
rates will amount to approximately 
29 per cent. 

The manufactured gas facilities 
which supply the area are in poor con- 
dition and are otherwise inadequate. 
Unless natural gas is made available 
new manufactured gas facilities or ex- 
traordinary repairs will be required 
at substantial cost. These facts and 
circumstances justify the extension of 
natural gas service to Mendota, Illi- 
nois, in the public interest. 
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Washington and Creston, Iowa 

Natural in Docket No. G-651 and 
Michigan-Wisconsin Pipe Line Com- 
pany in Docket No. G-669 both pro- 
pose to serve these two Iowa towns 
with natural gas. 

Washington, Iowa, with a popula- 
tion of 5,227, is presently served with 
manufactured gas distributed by The 
Iowa Southern Utilities Company. 
This company has requested a supply 
of natural gas from Natural in order 
that it may convert its system in 
Washington to straight natural gas 
service. It estimates that, if natural 
gas is made available from Natural, 
ultimate consumers presently served in 
Washington will benefit by an average 
rate reduction of not less than 25 per 
cent. Consumption of gas in this 
town is primarily residential, with 
only small quantities required for com- 
mercial establishments. Present man- 
ufactured gas production facilities are 
in poor condition, and required re- 
placements are being deferred pending 
the outcome of Natural’s application 
in the instant proceedings. 

Creston, Iowa, with a population of 
8,033 is now served with manufac- 
tured gas distributed by the Central 
States Electric Company. This com- 
pany has made formal application to 
Natural for a supply of natural gas in 
order that it may convert its system in 
Creston to straight natural gas serv- 


ice. The town council of Creston, by 
formal resolution, has requested Cen- 
tral States Electric to take necessary 
steps to secure a supply of natural gas 
for Creston from Natural. Central 
States Electric now purchases natural 
gas from Natural for distribution in 
the towns of Muscatine, Knoxville, 
Pella, and Greenfield, Iowa. If nat- 
ural gas is made available to it by 
Natural for distribution in Creston, 
Central States Electric Company pro- 
poses to apply in Creston the schedule 
of rates in effect in the above-named 
towns, and estimates that the result- 
ant annual. savings to the average 
domestic customer in Creston under 
such rate schedule will be approxi- 
mately 25 to 30 per cent. According 
to its chief engineer, Central States 
Electric’s present manufactured gas 
production plant in Creston is in such 
condition that it must be replaced with 
a butane-propane plant if natural gas 
is not available in the relatively near 
future. Consumption of gas at Cres- 
ton, as in Washington, is primarily 
residential. 

The combined volumes of gas re- 
quired to serve Washington and Cres- 
ton are relatively small as compared 
with the capacity of Natural’s system 
and the proposed Michigan-Wiscon- 
sin system. Revenues which will be 
derived from such sales are also rela- 
tively small.” 





16 As estimated by Natural, the annual and 
peak day sales of natural gas to Creston and 
Washington during 1947 and 1948 and the 
revenues to be received by Natural for such 
sales are as follows: 

1947 
Peak 
Day Annual 
M cu. ft. M cu. ft. 
Washington 95 21,200 
Creston 


Total 


Revenues 


$2,953.04 
3,062.40 


43,200 $6,015.44 





pier eS 195 


1948 
Peak 
Day Annual 
M cu. ft. Mcu. ft. Revenues 
Washington 25,200 $3,867.84 
Creston 140 26,000 3,611.40 


275 51,200 ~—«$7,479.24 


In Docket No. G-669, Michigan-Wisconsin 
estimated its annual sales at Washington and 
Creston during the first year of operation 
(1948) would be 32,270 thousand cubic feet 
and 39,728 thousand cubic feet respectively. 
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Michigan-Wisconsin, through its 
counsel, has stated that it does not 
make an issue of serving these two 
towns. Also, the Michigan-Wiscon- 
sin system is in the formative stage 
and in any event could not contemplate 
starting deliveries of gas until January 
1, 1948, at the earliest. Therefore, 
since service by Natural will be avail- 
able shortly after issuance of a certifi- 
cate by the Commission in these pro- 
ceedings, and since a comparison of 
estimates submitted by Natural in 
Docket No. G-651 and by Michigan- 
Wisconsin in Docket No. G-669 show 
that the cost of gas to such towns 
if purchased from Natural will be less 
than if purchased from Michigan-Wis- 
consin, if such operation were author- 
ized by the Commission, at least 
through the first five years after nat- 
ural gas were made available we find 


that public convenience and necessity 
require that we now authorize Natural 


to serve these communities. This de- 
termination, however, shall not be tak- 
en as a decision by the Commission 
upon any other issue which may arise 
by reason of the application by Mich- 
igan-Wisconsin for authority to sup- 
ply natural gas in towns and areas 
now served by Natural. 


Natural’s Requirements for Increased 

Pipe Line Capacity 

It is apparent that Natural does not 
now have sufficient pipe-line capacity 
to supply firm peak day demands for 
the coming winter. The added facili- 
ties which Natural and Texoma pro- 
pose are reasonably designed to pro- 
vide increased pipe-line capacity of 
85,000 thousand cubic feet per day. 
Estimated revenues to be derived from such 


sales were $7,654 at Washington and $9,865.60 
at Creston. 





It appears likely that firm peak day 
demands during the winter seasons of 
1946-1947 and 1947-1948 will be 
somewhat higher than estimated. The 
record shows that requirements on 
December 20, 1945, exceeded esti- 
mates. The extent to which Natural’s 
present pipe-line capacity is inadequate 
to meet future estimated firm require- 
ments is shown by the following 
statement : 

M Cu. Ft. 1,000 aru Gas 


1946-1947 1947-1948 
Estimated firm peak day 
314,430 355,510 


requirements 
Present installed capac- 

ity 279,000 279,000 
(35,430) (76,510) 





85,000 85,000 





Spare pipe-line ca- 

pacity 49,570 8,490 
Thus it appears that by January 1, 
1948, Natural can expect firm peak 
demands substantially equal to in- 
stalled pipe-line capacity even with the 
added facilities for which application 
is made in this proceeding. Charged, 
as this Commission is, with an obliga- 
tion to issue certificates of public con- 
venience and necessity where the facts 
and circumstances justify such action, 
it would appear that the showing as to 
future needs of communities depend- 
ent upon Natural for their gas supply, 
leads to the conclusion that the pro- 
posed increase in Natural’s pipe-line 
facilities has been justified and public 
interest requires that a certificate of 
public convenience and necessity issue. 


Natural’s Proposed Pipe-line Exten- 
sion to Volo and Grays Lake, Ilki- 
nots 
Natural proposes, under its appli- 

cation in this case, to build a 16-inch 

lateral line extending from its 20-inch 
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line in the vicinity of Greenwood, IIli- 
nois, to Volo, Illinois, a distance of 
approximately 184 miles with a fur- 
ther 8-mile extension of 8-inch line 
to the vicinity of Grays Lake, Illinois. 
The Northern Division of Public 
Service will be served by a direct con- 
nection at Volo and the distribution 
facilities of North Shore will be con- 
nected with the eastern terminus of 
the 8-inch line in the vicinity of Grays 
Lake. These lines will have adequate 
capacity to serve the requirements of 
the Northern Division of Public Serv- 
ice and North Shore. 

The cost of the 16-inch line to Volo, 
with necessary metering and regulat- 
ing facilities, is estimated at $788,227. 
The 8-inch extension, including met- 
ering and regulating facilities, is es- 
timated to cost $166,759. 

The Commission finds that the con- 
struction which Natural proposes is 
reasonably designed to provide re- 
quired service to the Northern Divi- 
sion of Public Service and to North 
Shore and is desirable in the public 
interest. Added pipe-line capacity by 
Natural under its application in this 
case provides adequate facilities to 
supply natural gas requirements which 
will be attached at Volo and Grays 
Lake. 


Financing of Proposed Facilities by 

Texoma and Natural 

[3] The proposed facilities are to 
be financed by a bank loan of $17,- 
500,000 at 12 per cent, maturing Jan- 
uary 1, 1954, of Natural Gas Pipeline 
Company of America, the cost above 
the amount of the bank loan to be met 
out of current funds. The record 
shows that Natural will have available 


funds out of which to meet such addi- 
tional cost.” Of the estimated cost 
of $19,231,076 of the proposed facil- 
ities, Natural’s share is $16,721,723 
and Texoma’s $2,509,352. 


Texoma proposes to finance the cost 
of its proposed additions by the issu- 
ance of 6 per cent bonds to its affiliate, 
Natural Gas Pipeline Company of 
America. The bonds in turn are to 
be pledged by Natural under its exist- 
ing mortgage indenture. The rate of 
6 per cent appears on its face to be 
completely out of line with conditions 
prevailing in today’s money market, 
but upon analysis we find that the loan 
in question is an interdepartmental 
transaction which is not inimical to 
the public interest, and accordingly 
we will not qualify our approval of the 
application by reason of the apparent- 
ly high interest rate. 

As stated above, Texoma is an affil- 
iate of Natural Gas Pipeline Company 
of America. It is operated as a de- 
partment thereof. Under contractual 
arrangements, Natural pays Texoma 
for gas supplied by the latter only suf- 
ficient amounts to enable Texoma to 
take care of its cash obligations, in- 
cluding the retirement of bonds. 
These intercompany arrangements 
were such that the Commission treated 
Texoma and Natural as one for the 
purpose of determining just and rea- 
sonable rates (In Re Natural Gas 
Pipeline Co. of America and Texoma 
Nat. Gas Co. [1940] 2 FPC 218, 35 
PUR(NS) 41). The intercompany 
transactions, in other words, were 
eliminated and the properties of the 
two companies treated as a unit for 
purposes of the rate proceeding. The 





17 Natural has recently completed a plan 
of refinancing under which common stock was 


[10] 


145 


increased to $20,000,000 and bonds were de- 
creased to $25,000,000. 
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Commission determination was af- 
firmed by the Supreme Court of the 
United States.” 

Texoma has been financed almost 
exclusively by the issuance of bonds to 
its affiliate, Natural Gas Pipeline Com- 
pany of America. At the end of 1945 
it had outstanding 6 per cent bonds in 
the amount of $13,050,000, all of 
which were owned by Natural and 
pledged under the latter’s indenture. 
Its capital stock consisted of the nom- 
inal amount of $500,000. 

The only outside actual new financ- 
ing related to this proceeding is by 
Natural. The interest rate on such 
financing appears to be in keeping with 
current interest costs. 

Accordingly, while we would not 
approve a capital structure consisting 
almost exclusively of debt securities 
bearing interest at the abnormally 
high interest rate of 6 per cent, for 
the reasons stated above, we do not 
believe the public will be adversely af- 
fected by the proposed financing and 
we will, therefore, not withhold ap- 
proval of the application on that ac- 
count. 


Gas Reserves 

Under existing contracts Natural 
purchases 25 per cent of its gas re- 
quirements from Colorado Interstate 
Gas Company, which gas is supplied 
by Canadian River Gas Company, and 
the remaining 75 per cent from Tex- 
oma Natural Gas Company. As of 
January 1, 1945, the estimated recov- 
erable gas reserves of Texoma in the 
Panhandle Field of Texas (on the 
basis of assumed 50 pounds abandon- 
ment pressure and stated at a 14.65 





18 Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 8 L 
ed 1037, 42 PUR(NS) 129, 62 S Ct 736. 
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pound pressure base) were 2,040,000. 
000 thousand cubic feet, all of which 
are dedicated to Natural. Assuming 
that the production in future years 
would equal 1945 production, namely 
81,212,500 thousand cubic feet (222. 
500 thousand cubic feet daily) Tex. 
oma’s recoverable reserves in the Pan- 
handle Field would not be exhausted 
until the early part of 1970. How- 
ever, annual production must be 
stepped up to 105,850,000 thousand 
cubic feet (290,000 thousand cubic 
feet daily) if Texoma is to supply 
75 per cent of the increased require- 
ments necessary to meet Natural’s ob- 
ligations for increased deliveries con- 
templated under its application in this 
case (Docket No. G-651). Such 
withdrawals would exhaust Texoma’s 
recoverable reserves in the Panhandle 
Field during the early part of 1964. 


Although the reserves of Texoma 
are thus adequate to meet such re- 
quirements until some time during 
1964 according to the studies and es- 
timates submitted, well deliverability 
studies made by Texoma indicate that 
Texoma’s present acreage when fully 
drilled (one well to each 640 acres) 
will not maintain beyond 1960 the in- 
creased daily withdrawals contemplat- 
ed from such acreage in Docket No. 
G-651. The manager of production 
for Texoma, however, stated that such 
studies were based upon a general as- 
sumption that acidization would in- 
crease well deliverability by 75 per 
cent above production prior to acidiza- 
tion, whereas tests made of individual 
wells over a period of years indicated 
that well deliverability was increased 
materially above 75 per cent through 
acidization. He further insisted that 
a study of the performance curves of 
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each well in the reserve area held by 
Texoma indicated to him, and it was 
his judgment, that the contemplated 
increased daily withdrawals from Tex- 
oma acreage could be maintained for 
a substantial period beyond 1960. 
Canadian River, in addition to sup- 
plying 25 per cent of the requirements 
of Natural, also supplies gas to the 
Amarillo Oil Company and the Col- 
orado Interstate Gas Company. As 
of January 1, 1945, the estimated re- 
coverable gas reserves of Canadian 
River in the Panhandle Field (on the 
basis of an assumed 50 pounds aban- 
donment pressure and stated at a 
14.65 pound pressure base) were 2,- 
420,000,000 thousand cubic feet, ac- 
cording to applicants’ testimony in 
these proceedings. Assuming an an- 


nual production in future years equal 


to that produced in 1945 (67,890,- 


000 thousand cubic feet), Canadian 
River’s recoverable reserves in the 
Panhandle Field would be exhausted 
in the latter part of 1980. It it is as- 
sumed, however, that annual produc- 
tion in future years from Canadian’s 
acreage will be increased to 75,920,- 
000 thousand cubic feet, to reflect the 
supplying of 25 per cent of the pro- 
posed increased requirements of Nat- 
ural in this case (Docket No. G-651), 
Canadian River’s recoverable reserves 
in the Panhandle Field would be ex- 
hausted in the latter part of 1978. 
The latter estimate of the life of Ca- 
nadian’s recoverable gas reserves in 
the Panhandle Field is based upon the 
assumption by Natural that the an- 
nual requirements of Amarillo Oil 
Company and Colorado Interstate Gas 
Company for gas from Canadian in 
future years will not be greatly in ex- 
cess of their 1945 requirements. This 


is due to the fact that it is anticipated 
that increases in their requirements for 
residential and commercial gas would 
be off-set by reductions in wartime re- 
quirements of industrial consumers 
supplied through the facilities of Col- 
orado Interstate, particularly Colora- 
do Fuel and Iron Company. 

From the evidence of record in this 
case it therefore appears that Canadian 
River has ample reserves and poten- 
tial deliverability to supply its contrac- 
tual 25 per cent of the requirements 
of Natural including the increases con- 
templated in this proceeding (Docket 
No. G-651) well beyond twenty years 
in the future. But it also appears that 
while Texoma has reserves which are 
adequate to fulfill its obligation to 
supply 75 per cent of Natural’s in- 
creased annual and daily requirements 
into 1950, there are clear indications 
that it may not be able after 1960 to 
provide the daily quantities of gas 
which are necessary to supply 75 per 
cent of Natural’s increased require- 
ments. While it is claimed that the 
deliverability of Texoma’s wells will 
be increased by acidization to a point 
where its recoverable reserves may be 
made available to Natural in sufficient 
daily quantities to enable Natural to 
meet the firm peak day requirements 
contemplated by it in this docket be- 
yond 1960, it is plainly evident that a 
more assured supply of natural gas 
will be required by Natural to meet 
firm requirements in excess of those 
presently contemplated. In this con- 
nection it is noted that in its applica- 
tion in Docket No. G-231, since with- 
drawn, wherein an additional 79,000 
thousand cubic feet of gas daily was to 
be supplied by Natural to new markets 
not now being served or proposed to 
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be served in this proceeding (Docket 
No. G-651), it was proposed by Nat- 
ural that 25 per cent of such increased 
deliveries would be supplied from Ca- 
nadian’s acreage, the remaining 75 per 
cent to be supplied from new sources 
of supply. Significantly, it was not 
proposed in that docket (Docket No. 
G-231) that any portion of such in- 
creased deliveries would be supplied 
from Texoma’s present acreage in the 
Panhandle Field. It is therefore ob- 
vious that Natural is aware of the in- 
dicated deficiency in deliverability of 
Texoma’s reserves. 


Chicago District’s Requirements for 
Increased Pipe Line Capacity 
The facilities which Chicago Dis- 
trict proposes to construct, by partial 
looping of its Crawford line, will in- 
crease the capacity of that line from 


approximately 145,600 thousand cubic 
feet per day to 228,800 thousand cubic 
feet per day. This estimate of capac- 
ity is based upon the maintenance of 


300 pounds pressure at Natural’s 
Joliet metering station ® and a min- 
imum of 129 pounds delivery pressure 
at Peoples’ Crawford station. 

In addition to the Crawford station, 
Peoples owns and operates four other 
plants, North Station, Division Street 
station, South station, and Twenty- 
second Street station, designed to 
produce 800 sru carbureted water 
gas as well as 550 sru carbureted wa- 
ter gas for mixing with straight natu- 
ral gas to provide 800 sru mixed 
gas. Peoples not only produces 800 
BTU gas to supply the city of Chicago 
but also the principal gas requirements 
of Public Service in the adjacent sub- 
urban area around Chicago. The lines 

19 As provided by contract between Natural 
and Chicago District. 
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of the two companies are intercon. 
nected at numerous points south, west 
and north of the city. The only man- 
ufactured gas production plant owned 
by Public Service is its Skokie plant 
west of Evanston, Illinois. This plant 
is a high cost production plant and is 
only operated during times of peak 
day requirements. 

The five gas producing plants of 
Peoples are interconnected by what is 
known as the “Crosstown Main” 
which is a 30—24-inch line constructed 
in 1944 and 1945 to provide an ade- 
quate supply of natural gas at each of 
the five plants for mixing with ap- 
proximately 550 sru coke oven gas, 
water gas or reformed gas to produce 
800 stu gas for distribution. Ap- 
proximately 105,000 thousand cubic 
feet of natural gas per day is required 
at the Crawford station alone when 
that station is operated at full capacity 
in the production of 800 Btu mixed or 
reformed gas. The capacity of the 
“Crosstown Main” from Crawford 
station to the other four plants is ap- 
proximately 109,000 thousand cubic 
feet. If all five stations are to be 
operated at full capacity in the produc- 
tion of 800 stu gas, 214,000 thousand 
cubic feet of natural gas per day must 
be transported through the Crawford 
line. 

Deliveries by Natural to Chicago 
District on December 20, 1945 (the 
day of Natural’s all-time peak require- 
ments for firm deliveries) was 218, 
161 thousand cubic feet, of which 
146,821 thousand cubic feet was sold 
by Chicago District from its Crawford 
line, 55,248 thousand cubic feet from 
its Calumet line and 16,092 thousand 
cubic feet via the Wedron Tap. It is 
estimated that peak day firm require- 
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ments of Chicago District will be 
257,660 thousand cubic feet during 
the winter season of 1946-1947 and 
289,340 thousand cubic feet during the 
1947-1948 season.” 

In addition to the five gas producing 
plants of Peoples served from the 
Crawford line, Peoples owns and 
operates a gas mixing plant served 
from the Calumet line and known as 
the Calumet station. Natural gas re- 
ceived at the Calumet station from the 
Calumet line is mixed with coke oven 
gas purchased from steel mills in the 
vicinity. There is no equipment at 
this station for the production of gas 
and there are no facilities by which gas 
can be transported from other produc- 
ing stations of Peoples for mixing 
with natural gas at the Calumet sta- 
tion. For this reason the Calumet 
station is entirely dependent upon the 
availability of coke oven gas from the 
steel mills. Coke oven gas from the 
Interlake Iron plant has gradually de- 
creased during the war years due to 
the deterioration of its coke oven 
plant. On December 17, 1945, a peak 
day during the 1945-1946 winter 
season, Only 5,712,000 cubic feet of 
coke oven gas was delivered under 
Peoples contract with Interlake which 
calls for the delivery of 21,000,000 
cubic feet per day. Effort has been 
made by Interlake to augment its sup- 
ply by purchase of coke oven gas from 
Republic Steel Corporation but the 


plant operated by Republic Steel is 
owned by Defense Plant Corporation 
and its future operation is uncertain. 
Twenty-one million cubic feet of coke 
oven gas, when mixed with 26,000,- 
000 cubic feet of natural gas provides 
47,000,000 cubic feet of 800 sru 
mixed gas which must be provided 
from Peoples five manufactured gas 
producing plants if Interlake fails to 
make delivery. 

The increased facilities which Chi- 
cago District proposes to construct, 
thus making available an increased 
supply of gas at its Crawford plant 
and through the “Crosstown Main” 
to Peoples other gas producing plants, 
would assure an adequate supply of 
natural gas to the Chicago area as 
well as the area in which Public 
Service distributes 800 stu gas. 
With increased capacity in the Craw- 
ford line the gas supply for the Chi- 
cago metropolitan area will be protect- 
ed even though there should be a fail- 
ure of the Calumet line. The looping 
of the Crawford line also provides ad- 
ditional safeguards against line failure 
and an opportunity for necessary 
maintenance and repair. 

At the present time the Crawford 
line is operated to the limit of its 
capacity and increased facilities are 
required if Chicago District is to pro- 
vide an adequate supply of natural gas 
to Peoples for its own use and the re- 
quirements of Public Service. 





Actual peak day firm requirements of 
Chicago District, showing total deliveries by 
lines, on December 20, 1945, and estimated 
os day requirements for the future are as 

ws: 


Dec. 20, 
1945 1946-1947 1947-1948 
(M (M (M 
Cu. Ft.) Cu. Ft.) Cu. Ft.) 
Crawford Line. 146,821 160,210 179,720 
Calumet Line .. 55,248 63,100 ‘ 
Wedron Tap .. 16,092 24,200 
Volo deliveries. — 10,150 





218,161 257,660 
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Deliveries at Volo Station 

Chicago District in its amended ap- 
plication seeks authority to sell natu- 
ral gas to Public Service at Volo for 
distribution in its Northern Division. 
Although the Skokie plant of Public 
Service is located in this area, the re- 
quirements of Public Service generally 
throughout the area, except on peak 
days, has been supplied by Peoples. 
The Skokie plant is to be altered to 
produce 1,000 Bru gas and will be 
operated only during times of peak 
demand and in cases of emergency. 

Natural will not be in a position to 
deliver natural gas at Volo sufficiently 
early in 1946 to permit Public Serv- 
ice to effect a complete change-over to 
natural gas prior to the winter season 
of 1946-1947. It is planned, there- 
fore, to convert approximately one- 
third of the Northern Division to nat- 
ural gas service during the present 
year and make conversion of the other 
two-thirds of the area during the 
spring of 1947. Peak day deliveries 
through Volo will be approximately 
10,150 thousand cubic feet in the 
1946-1947 winter and 30,100 thou- 
sand cubic feet when conversion is 
completed. The balance of the re- 
quirements in Public Service’s North- 
ern Division, prior to full conversion, 
must be supplied with 800 BTU gas 
produced in the five gas producing 
plants of Peoples. 

It is apparent that the facilities and 
the sale to Public Service at Volo, 
which Chicago District proposes, are 
reasonable and necessary in the public 
interest in order that adequate and as- 
sured service may be rendered in the 
Chicago area. The Crawford line is 
now loaded to capacity on peak days, 
increasing amounts of gas will be re- 
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quired during the winter seasons of 
1946-1947 and 1947-1948, and safe 
operation requires some spare capac. 
ity. 
Financing of Proposed Facilities by 

Chicago District 

Chicago District proposes to finance 
the improvements which it seeks au- 
thority to construct, by a 20-year 5 
per cent loan from its parent, Peoples 
Gas Light and Coke Company.” The 
rate of interest on the loan appears to 
be completely out of line with current 
costs of borrowed money. However, 
for substantially the same reasons 
heretofore given in discussing Texo- 
ma Natural Gas Company’s proposed 
financing and inasmuch as the public 
interest is not adversely affected there- 
by, we will not withhold approval of 
the application for the certificate by 
reason of the apparently high interest 
rate. 


Interveners—Mine Workers, National 
Coal Association, Coal Trade As- 
sociations, Coal Handlers, Coal 
Dealers, Coke Plant Employees, 
Railroad Brotherhoods, Railroads, 
and Various Other Labor Orgar- 
izations 
[4] Interveners representing labor, 

coal, and railroad interests insist that 

the increased pipe-line capacity which 
applicants seek authority to install 
should be denied since the use of such 
additional capacity in supplying in- 
creased volumes of natural gas re- 
stricts potential markets for coal. The 
distributing utilities which purchase 
gas from Natural and Chicago Dis- 
trict provide public utility gas service. 





81 The Illinois Commerce Commission in 
approving the loan provided that the interest 
rate was not to exceed 5 per cent. 
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Reasonable firm requirements must 
be met by these utilities if the public 
interest is to be served. This Com- 
mission is charged by Congress, un- 
der the Natural Gas Act, with the ob- 
ligation to issue certificates of public 
convenience and necessity for natural 


gas facilities and service when found . 


to be required in the public interest. 
The economic impact upon the coal 
industry, the railroads, and those em- 
ployed in these industries, constitutes 
just one of the factors to be taken into 
account in this determination. 

The record shows that the price of 
coal to the consumer in the Chicago 
area, during the years 1938 to date, 
has increased as follows: 

Cost of Coal per Ton 


Southern of 2,000 Lbs. 
Illinois Pocahontas Pocahontas 

Year Stoker Buckwheat Lump 
Se stances $7.10 $8.15 $11.35 
PP... oveeus 6.90 8.45 11.30 
. eo 7.00 8.45 11.40 
ae 7.05 8.40 11.14 
We isinm 7.50 9.30 11.85 
fer 7.55 9.30 11.90 
eee 8.00 9.80 12.45 
eee 8.00 9.90 12.55 
Present OPA 
Ceiling 
ee $8.25 $10.20 $12.85 


The prices given above represent 
prices for residential delivery at the 
curb. Seventy cents per ton, on the 
average, must be added for delivery 
from the curb to the customer’s prem- 
ises. The retail price of gas for resi- 
dential space heating in the Chicago 
area has not been changed since 1933. 
Evidence submitted by interveners 
shows that, on the basis of an 80 per 
cent relative efficiency for coal (12,- 
500 stu per Ib.) compared to natural 
gas, approximately 10 tons of coal 
are required for heating a house which 
would consume 2,000 therms of gas 
per year. At 7 cents per therm, the 


151 


cost of gas would be $140 per heating 
season. Ten tons of Southern Illinois 
Stoker coal would cost $89.50 at OPA 
ceiling price with 70 cents added for 
storage. A like amount of Poca- 
hontas Buckwheat coal would cost 
$109 and 10 tons of Pocahontas 
Lump would cost $135.50. It was 
testified that coal burned for residen- 
tial house heating in the Chicago area 
was largely Pocahontas Lump or an 
equivalent grade of coal. It is appar- 
ent therefore that the cost of gas for 
house heating does not materially ex- 
ceed the cost of the better grades of 
coal. 

The record shows that present pub- 
lic demands for gas heating require 
planning to provide gas for 50 per 
cent of all new homes with further 
provisions to supply gas for heating 
with an increasing number of old 
homes converted from other forms of 
fuel. 


Conclusion 


Upon careful consideration of the 
entire record, we find (1) that the 
public convenience and necessity re- 
quire the construction and operation 
of the facilities and the rendering of 
the service described in the applica- 
tions, as supplemented and amended, 
and (2) that applicants are able and 
willing properly to do the acts and to 
perform the service proposed and to 
conform to the provisions of the Nat- 
ural Gas Act and the requirements, 
rules, and regulations of the Commis- 
sion thereunder. 

Therefore, we conclude that an ap- 
propriate order should be adopted is- 
suing certificates of public convenience 
and necessity to applicants in accord- 
ance with this opinion. 
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Re El Paso Natural Gas Company 


Docket No. G-655 


Re Southern California Gas Company et al. 


Docket No. G-675 
Opinion No. 134 
May 31, 1946 


PPLICATION for authority to construct natural gas pipe-tline 
facilities; granted. 


Interstate commerce, § 37.1 — Natural gas company — Scope of Natural Gas Act. 
1. A company owning and operating an integrated natural gas pipe-line sys- 
tem in several states and transporting and selling natural gas in interstate 
commerce for resale for ultimate public consumption is a natural gas com- 
pany within the meaning of the Natural Gas Act, p. 155. 

Gas, § 2.1 — Jurisdiction of Federal Power Commission — Pipe-line operation. 
2. The construction and operation of interconnected pipe-line facilities for 
the purpose of transporting and selling natural gas in interstate commerce 
for resale for ultimate public consumption are subject to the jurisciction 


of the Federal Power Commission and the requirements of subsections (c) 
and (e) of § 7 of the Natural Gas Act, 15 USCA § 717f(c), (e), p. 155. 


Certificates of convenience and necessity, § 104 — Natural gas pipe line — In- 
adequacy of existing gas supply. 

3. Authority to construct and operate natural gas pipe lines to transport 
natural gas from Texas to southern California should be granted where 
within a short period of time the available local gas supply will be insuf- 
ficient to meet firm demands upon California companies, where the facili- 
ties will be adequate for the purpose of transporting the contracted volume 
of gas and the estimated capital costs appear reasonable, where the com- 
panies involved possess sufficient financial resources for construction and the 
project can be financed on a reasonable basis, where the companies by means 
of the project will utilize, as a major source of supply, oil well gas which 
otherwise would be wasted, and where the project will serve only one mar- 
ket of any consequence in contiguous areas and lacks the conflicting inter- 
ests generally present in major certificate proceedings, p. 156. 


v 
APPEARANCES: Allen R. Gram- Wheat, Robert E. May, LeRoy M. 
bling, H. K. Hudson, Carl I. Wheat, Edwards, and Thomas J. Reynolds, 
and Robert E. May, for applicant, El for applicants, Southern California 
Paso Natural Gas Company; Carl I. Gas Company and Southern Counties 
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Gas Company of California; Charles 
E. McGee, and Milford Springer, for 
the Federal Power Commission; Roy 
A. Wehe and William H. Gorman, for 
the Railroad Commission of the state 
of California; W. D. MacKay and L, 
H. Stewart, for Builders Brick Com- 
pany, Ltd., San Lorenzo Nursery 
Company, Torrance Brass Foundry 
and Wright’s Green House, 


By the CoMMISSION : 


History of the Proceedings 


These are consolidated proceedings 
under § 7 of the Natural Gas Act, 15 
USCA § 717f, involving related ap- 
plications for certificates of public con- 
venience and necessity authorizing 
the construction and operation of in- 
terconnected, 1,200-mile, $70,000,- 
000 natural gas pipe lines from the 
Texas Panhandle to Los Angeles, 
California. The project is designed to 
meet a developing shortage in the 


local natural gas supply for consumers 
in southern California. 

El] Paso Natural Gas Company 
(G-655) requests a certificate au- 
thorizing the construction and opera- 
tion of (1) a 24-inch transmission 
pipe line beginning at a point near Du- 
mas, Texas, and extending southwest- 
erly a distance of 251 miles to El Pa- 
so’s Eunice Plant near Eunice, New 
Mexico; (2) a connecting 26-inch 
transmission pipe line beginning at 
the Eunice Plant and extending west- 
erly a distance of approximately 737 
miles to the border line between Ari- 
zona and California, near Blythe, Cali- 
fornia; (3) five connecting lateral 
lines in the Permian Basin in New 
Mexico and Texas; (4) many new 
compressor stations plus additions to 
existing compressor stations; (5) 
three gas purification and dehydration 
plants, plus one gas dehydration plant ; 
and (6) appurtenant facilities for El 
Paso’s proposed pipe-line system.’ El 





1 Facilities which El Paso seeks authority 
to construct and operate: 
ae Stage—125,000 thousand cubic feet per 

y 

(a) 737 miles of 26-inch pipe line from 
Eunice, Lea county, New Mexico, to the Ari- 
zona-California border line near Blythe, Cali- 
fornia. 

(b) 46.6 miles of 14-inch pipe line from 
Jal, Lea county, New Mexico to a point on 
the foregoing 26-inch line in Eddy county, 
New Mexico. 

(c) 30.5 miles of 14-inch pipe line from the 
Fullerton Field, Andrews cdéunty, Texas, to 
the proposed Eunice Compressor station in 
Lea county, New Mexico. 

(d) 18.2 miles of 16-inch pipe line from the 
TXL-Wheeler Field, Ector county, Texas, to 
the proposed compressor station located in 
the Keystone-Ellenberger Field, Winkler 
county, Texas. 

(e) 128 miles of 123-inch pipe line from 

compressor station in (d) above to the 
Proposed Jal Compressor Station in Lea 
county, New Mexico. 

(f) 4 miles of 88-inch pipe line from the 
Proposed Jal Compressor Station to the 
Rhodes Field in Lea county, New Mexico. 


(g) New Compressor Stations 

Fullerton, Andrews county, Texas, 6—1,000 
hp. units. 

Keystone, Winkler county, Texas, 3—800 
hp. units. 

Mainline Station No. 5, Pima county, Ari- 
zona, 4—1,000 hp. units. 


Additions to Compressor Stations 

Eunice-Field, Lea county, New Mexico, 
10—1,200 hp. units. 

Eunice-Mainline, Lea county, New Mexico, 
4—1,000 hp. units. 

Jal Station, Lea county, New Mexico, 3— 
800 hp. units. 

(h) Purification and Dehydration Plants 

Eunice, Lea county, New Mexico, 63,030 
M cu. ft. per day. 

Fullerton, Andrews county, Texas, 27,780 
M cu. ft. per day. 

Keystone, Winkler county, Texas, 45,000 
M cu. ft. per day. 

(i) River crossings, meters, regulators and 
other appurtenances, including employees’ 
cottages, necessary for the utilization of all 
facilities described above. 


Second Stage—175,000 M cu. ft. per day 
(a) 251 miles of 24-inch pipe line from 
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Paso seeks authorization to transport 
Texas and New Mexico natural gas 
in interstate commerce by utilizing 
these proposed pipe-line facilities, and 
to sell such gas at the Arizona-Cali- 
fornia border to Southern California 
Gas Company and Southern Counties 
Gas Company for resale to ultimate 
consumers in California through ex- 
isting local distribution facilities. 
Southern California Gas Company 
and Southern Counties Gas Company 
(G-675), as tenants in common hav- 
ing a 75 per cent and 25 per cent in- 
terest respectively, filed an application 
for a certificate authorizing the con- 
struction and operation of (1) a 30- 
inch pipe line connecting with the pro- 
posed El Paso pipe line at the Ari- 
zona-California boundary line and ex- 
tending westward for a distance of 


214 miles to Santa Fe Springs, Cali- 
fornia; (2) several lateral lines and 
connections to deliver gas into the 
California applicants’ existing distri- 
bution systems; (3) a 10,000 horse- 
power compressor station on the pro- 
posed main pipe line near Blythe, Cali- 
fornia; and (4) appurtenant facilities 
for the California part of the planned 
1,200-mile pipe-line system. The Cali- 
fornia applicants also request author- 
ization to operate an existing 26-inch 
pipe line about 10 miles long between 
Santa Fe Springs and Spence Street 
Station in Los Angeles, which will 
become an integral part of the pro- 
posed Texas-to-California pipe-line 
system by forming the final segment 
connecting it with the major distribu- 
tion systems in Los Angeles.* Au- 
thorization is sought by the California 





Eunice, Lea county, New Mexico, to Dumas, 
Moore county, Texas. 

(b) New Compressor Stations 

Dumas Station, Moore County, Texas, 5— 
1,000 hp. units. 

Mainline Station No. 2, El Paso county, 
Texas, 6—1,000 hp. units. 


Additions to Compressor Stations 

Eunice-Mainline, Lea county, New Mexico, 
1—1,000 hp. unit. 

Mainline Station No. 5, Pima county, Ari- 
zona, 2—1,000 hp. units. 

(c) A dehydration plant at Dumas, Moore 
county, Texas, with capacity of 55,000 M cu. 
ft. per day. 

(d) Canadian River crossing, meters, regu- 
lators and other appurtenances, including em- 
ployees’ cottages, necessary for the utilization 
of all the facilities described above for the 
second stage. 

Third Stage—305,000 M cu. ft. 

(a) New Compressor Stations 

Slaughter Station, Hockley county, Texas, 
9—1,000 hp. units. 

Mainline Station No. 1, Hudspeth county, 
Texas, 12—1,000 hp. units. 

Mainline Station No. 3, Luna county, New 
Mexico, 12—1,000 hp. units. 

Mainline Station No. 4, Cochise county, 
Arizona, 12—1,000 hp. units. 

Mainline Station No. 6, Maricopa county, 
Arizona, 10—1,000 hp. units. 


64 PUR(NS) 


Additions to Compressor Stations 

Dumas Station, Moore county, Texas, 15— 
1,000 hp. units. 

Mainline Station No. 2, El Paso county, 
Texas, 6—1,000 hp. units. 

Mainline Station No. 2, Pima county, Ari- 
zona, 4—1,000 hp. units. 

Eunice-Mainiine, Lea county, New Mexico, 
5—1,000 hp. units. 

(b) Additions to dehydration plant at 
Dumas, Moore county, Texas, to add capacity 
of 143,000 m cu. ft. per day. 

(c) Appurtenances, including employees’ 
cottages, necessary for the utilization of all 
the facilities described above for the third 
stage. 


2 Facilities which the California applicants 
seek authority to construct and operate: 
a Stage—125,000 thousand cubic feet per 

ay 

(a) 214 miles of 30-inch pipe line from the 
Arizona-California border line connection with 
El Paso’s line to Santa Fe Springs, Califor- 


nia. 

(b) 4% miles of 12-inch and 1 mile of 8-inch 
lateral line from the main line to Riverside, 
California. 

(c) 2 miles of 12-inch lateral line connec- 
tion between the main line and the Southern 
Counties Gas Company system at Coyote 
Hills, Orange county, California. 

(d) Stub 12-inch lateral line connections at 
Santa Fe Springs, Los Angeles County and 
at Brea, Orange county, California. 


154 





5, Cali- 
es and 
ito the 
distri- 
horse- 
1¢ pro- 
e, Cali- 
cilities 
lanned 
e Cali- 
\uthor- 
6-inch 
etween 
Street 
h will 
€ pro- 
pe-line 
gment 
stribu- 

Au- 
fornia 


is, 15— 
county, 
y, Ari- 
Mexico, 


ant at 
apacity 


sloyees’ 
of all 
» third 


plicants 
pet per 
om the 
n with 
‘alifor- 


8-inch 
erside, 
onnec- 


uthern 
Coyote 


ons at 
y and 


RE EL PASO NATURAL GAS CO. 


gplicants to transport out-of-state gas 
y the operation of these proposed fa- 
iities and the existing 26-inch Santa 
fe Springs-Los Angeles pipe line. 

This integrated pipe line project is 

ned for three progressive stages of 
weration, with gas deliveries by the 
f} Paso Natural Gas Company to the 
(lifornia companies at the Arizona- 
(alifornia border to begin by June 1, 
(947, and to continue for thirty years. 
The contract requires the California 
ompanies to take gas at an annual 
bad factor of 91 per cent or higher. 
The maximum contracted volumes to 
i¢ delivered by El Paso are 125,000 
thousand cubic feet per day the first 
year, 175,000 thousand cubic feet per 
day, the second, third and fourth years, 
aid 305,000 thousand cubic feet per 
day the fifth and succeeding years. 
The final stage is conditioned upon an 
dection by the California applicants 
prior to September 1, 1949. 

Public hearings were held in Wash- 
ington, D. C., and Los Angeles, Cali- 
fornia, pursuant to Commission’s or- 
ders in these consolidated proceedings, 
and due notice was given to all inter- 
ested persons. The Railroad Com- 
mission of the state of California, and 
four industrial customers of the Cali- 


fornia applicants intervened and par- 
ticipated in the hearings. Briefs were 
filed by all parties on the issues in- 
volved. No formal protest or opposi- 
tion to the proposed interconnected 
pipe-line system was received. The 
issuance of the certificates applied for 
in these proceedings has been recom- 
mended by representatives for the 
Railroad Commission of the state of 
California, the city of Los Angeles, 
the city and county of San Francisco, 
and the Los Angeles Chamber of 
Commerce. 


Jurisdiction 


[1,2] El Paso Natural Gas Com- 
pany is a “natural-gas company” with- 
in the meaning of the Natural Gas 
Act, because it owns and operates an 
integrated pipe-line system in Texas, 
New Mexico, and Arizona, and en- 
gages in the transportation of natural 
gas in interstate commerce and in the 
sale in interstate commerce of such 
gas for resale for ultimate public con- 
sumption. (FPC order of January 
11, 1944, entered in Docket No. G- 
288.) Upon the completion of the 
proposed pipe line, the California ap- 
plicants will become natural gas com- 
panies within the purview of the act 





(e) Three off-line taps for the Southern 
California Gas Company near Riverside, 
Corena, and Beaumont, California, consisting 
of meters, scrubbers, regulators, piping, and 
controls. 


(f) Four off-line taps for the Southern 
Counties Gas Company near Brea, Carbon 
Canyon, Coyote Hills, and Santa Fe Springs, 
California, consisting of meters, scrubbers, 
regulators, piping and controls. 


(g) River crossings, meters, regulators and 
other appurtenances, including employees’ 
cottages, necessary for the utilization of all 
the facilities described for the first stage 
above. 

_ (h) Operation of existing 10-mile long 26- 
connecting line between Santa Fe 
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Springs and Spence Street Station in Los 

Angeles, California. 

Second Stage—175,000 thousand cubic feet per 
day 

(a) Operation of facilities only with no ad- 
ditional construction planned. 

Third Stage—305,000 thousand cubic feet per 
day 

(a) Mainline Compressor Station 
Blythe, California: 10—1,000 hp. units. 

(b) Three pressure-limiting stations spaced 
between Blythe and Santa Fe Springs, Cali- 
fornia. 

(c) Meters, regulators, and other appurte- 
nances, including employees’ cottages, neces- 
sary for the utilization of all the facilities 
described for the third stage above. 
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as they then will engage in the trans- 
portation of natural gas in interstate 
commerce. 

The construction and operation of 
the proposed interconnected pipe-line 
facilities for the purposes of transport- 
ing natural gas in interstate commerce 
and selling natural gas in interstate 
commerce for resale for ultimate pub- 
lic consumption are subject to the ju- 
risdiction of this Commission and the 
requirements of subsections (c) and 
(e) of § 7 of the Natural Gas Act. 


California Gas Supply and Demands 


[3] The record reveals that the 
California applicants own no natural 
gas production property and are de- 
pendent upon oil well gas, rather than 
dry gas, for their main local source of 
supply, and that the available supply 
is declining rapidly. The producers 
are primarily interested in oil produc- 
tion, so the gas companies must adapt 
their operations to the rate and vol- 
ume of oil production to utilize the 
producers’ surplus oil well gas. Lately 
the oil companies have undertaken ma- 
jor pressure maintenance and repres- 
suring projects to increase future oil 
recoveries, and this has withheld large 
volumes of gas from the California gas 
companies. It may be fifteen to 
twenty-five years before this gas will 
become available. From 1940 to 1945 
pressure maintenance and repressure 
gas in California increased from ap- 
proximately 5,000,000 thousand cubic 
feet a year to 93,000,000 thousand 
cubic feet. It was testified that only 
2 per cent of the annual production of 
oil well gas in California is now 
wasted. 

There is evidence that the volume 
of oil well gas available to applicants 
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has not increased appreciably in re. 
cent years, even during the war period 
when oil was prodyced in California 
in unprecedented quantities for mili- 
tary purposes. The evidence shows 
that future oil production in Califor- 
nia probably will not equal those large 
war-time withdrawals from reserves, 
and that reduction of oil production 
will result in lesser volumes of surplus 
gas available to the gas companies, 
In 1945, the total supply of gas avail- 
able to the California applicants was 
183,800,000 thousand cubic feet, com- 
prised of 177,700,000 thousand cubic 
feet of oil well gas and 6,100,000 
thousand cubic feet of dry gas. The 
estimate of California oil well gas and 
dry gas available to applicants shows 
the following decline: 


M Cu. Ft. Available Per Year 
Year Oil Well Gas DryGas Total Gas 
1947 .... 124,000,000 5,700,000 129,700,000 
1948 .... 110,200,000 5,500,000 115,700,000 
1949 .... 99,400,000 5,000,000 104,400,000 


M Cu. Ft. Available on Peak Day 
Oil Well Dry Total 
Gas Storage Gas 
40,000 272,000 652,000 
36,000 272,000 609,000 
32,000 272,000 576,00 


301,000 

272,000 

In 1945, the California applicants 
served more than a million meters, or 
about three and a half million persons; 
and the gas requirements of firm cus- 
tomers aggregated 113,640,000 thou- 
sand cubic feet and of interruptible 
customers were 91,197,000 thousand 
cubic feet. The domestic and com- 
mercial customers use great volumes 
of gas for space heating, and the do 
mestic customers use large quantities 
of gas for cooking and water heating. 
The saturation of house-heating use 
is 99 per cent. The consumption per 
meter has been rising steadily over 
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the years, and the population of the 
area served by applicants continues to 
grow. There is no competition from 
coal and little from fuel oil or electric- 
ity for space heating, cooking, and 
water heating. 

It appears that within a short pe- 
riod of time the available local gas 
supply will not be sufficient to meet 
the firm demands for gas upon the 
California applicants, which would re- 
sult in serious detriment to the public 
interest. 

The actual firm requirements sup- 


plied for the peak day of the winter 
season of 1945-1946 were 620,155 
thousand cubic feet, the interruptible 
requirements were 244,922 thousand 
cubic feet of which 14,482 thousand 
cubic feet were actually served, and 
the total requirements for gas were 
865,077 thousand cubic feet. The es- 
timated peak day deficiencies in local 
gas supply to meet firm and interrup- 
tible demands for the next three years 
are shown by the following tabula- 
tion: 


Peak Day M Cu. Ft. 


Demand 
Interruptible 
277,000 
273,000 
281,000 


Firm 
774,000 
835,000 
865,000 
The record shows a predicted annual 
deficiency in the local available gas 
supply to meet firm demands, ranging 
from 10,000,000 thousand cubic feet 
in 1948 to 25,273,000 thousand cubic 
feet in 1950. The estimated annual 
deficiency for interruptible customers 
ranges from 69,549,000 thousand cu- 
bic feet in 1948 to 87,682,000 thou- 
sand cubic feet in 1950. An expert 
Witness stated that this trend in de- 
ficiencies will continue beyond 1950, 
and will become progressively worse. 

A witness for the California Com- 
mission testified that the California 
applicants were conservative in their 
estimates of future customer require- 
ments, and that utilities should obtain 
a gas supply to meet immediate poten- 
tial demands and maximum future de- 
mands. He predicted that the Cali- 
fornia applicants will require addition- 
al gas supplies to meet peak day and 
annual deficiencies sooner than they 
now anticipate. 

In connection with the granting of 


Supply 


Deficiency 
Interruptible 
277,000 
226,000 273,000 499,000 
289,000 281,000 570,000 


its certificate of public convenience 
and necessity for the California seg- 
ment of the proposed Texas-to-Cali- 
fornia pipe line, the California Com- 
mission stated that the local gas sup- 
ply available to the utilities serving 
southern California must be augment- 
ed with out-of-state gas, “not only to 
meet the growth in load but to main- 
tain present customer service.”* From 
the evidence this Commission con- 
cludes that the planned 305,000 thou- 
sand cubic feet per day capacity will 
be required in the near future to meet 
anticipated deficiencies. 


Total 
399,000 


Firm 
122,000 


Texas and New Mexico Gas Supply 
for Proposed Pipe Line 


El Paso has contracted to supply 
natural gas to the California com- 
panies in the specified volumes for 
thirty years. To meet this obligation 
El Paso has executed contracts with 





8Re Southern California Gas Co. and 
Southern Counties Gas Co. Decision No. 


38668, February 5, 1946. 
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(1) Phillips Petroleum Company for 
a 30-year gas supply from the Permian 
Basin, Panhandle and Hugoton Fields 
for a possible maximum of 255,000 
thousand cubic feet per day; (2) Gulf 
Oil Corporation for a 20-year gas sup- 
ply up to 30,000 thousand cubic feet 
per day from the Permian Basin; (3) 
Shell Oil Company for a 20-year sup- 
ply of Permian Basin gas at 20,000 
thousand cubic feet per day ; (4) War- 
ren Petroleum Corpcration for a 15- 
year gas supply of 10,000 thousand 
cubic feet per day from the Permian 
Basin. El Paso has numerous active 
additional Permian Basin gas pur- 
chase contracts to supply its existing 
system, and is negotiating for addi- 
tional volumes of gas being wasted in 
the Permian Basin along the route of 
the proposed pipe line. 

The Permian Basin in West Texas 
and New Mexico is spotted with many 
oil fields, and the major portion of the 
gas is produced in conjunction with 
oil production. Large volumes (383,- 
000 thousand cubic feet daily) of cas- 
inghead gas in the field and residue 
gas from gasoline plants are being 
wasted in the Permian Basin. An im- 
portant consideration supporting the 
granting of this certificate is the 
strong showing by El Paso that it will 
probably utilize presently wasted Per- 
mian Basin oil well gas for approxi- 
mately 75 per cent of the maximum 
requirements of 305,000 thousand cu- 
bic feet a day and take the remainder 
from the dry gas Panhandle and 
Hugoton Fields. This utilization of 
wasted natural gas for beneficial pub- 
lic use fosters a sound policy of con- 
servation. 

All applicants agree that it is es- 
sential to back-up the Permian Basin 


64 PUR(NS) 


oil well gas with the dry gas reserves 
of the Panhandle-Hugoton area in or- 
der to finance the project. Also this 
combination of supply sources is re- 
quired by the California applicants as 
an indispensable part of the project. 
It is well known that there are inher- 
ent difficulties in obtaining a long and 
continuous supply of surplus gas from 
oil fields. 

The evidence on gas reserves avail- 
able to the proposed pipe line from the 
Panhandle, Hugoton, and Permian 
Basin sources is comprehensive. There 
is expert opinion evidence that Phil- 
lips will be able to supply El Paso with 
gas from the west portion of the Pan- 
handle Field and from the southern 
portion of the Hugoton Field in Texas 
at the rate of 190,000 thousand cubic 
feet a day for thirty years. This wit- 
ness also testified that El Paso’s pipe- 
line system will be the market outlet 
for future Permian Basin gas. He 
added that newly developed fields and 
future discoveries will offset the grad- 
ual deficiency from present Permian 
Basin fields for the 30-year period. It 
appears that the gas reserves avail- 
able to El Paso will be adequate for 
approximately thirty years to meet the 
expected daily requirements of its pres- 
ent system plus the proposed pipe line 
to California, when the prospects of 
future gas discoveries in the Permian 
Basin are taken into consideration. 


Pipe-line Design Construction 
and Costs 


El Paso’s pipe-line design is based 
upon an ultimate maximum delivery 
of 305,000 thousand cubic feet per day. 
For the 737 miles between the Ari- 
zona-California border and the Eunice 
Compressor Station in New Mexico, 
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26-inch diameter pipe will be used; 
and for the 251-mile extension, sched- 
uled for the second year, from Eunice 
to Dumas in the Texas Panhandle, 
24-inch pipe will be utilized. The 
proposed compressor stations will have 
a total installed horsepower of 30,800, 
44.800, and 129,800, respectively, for 
the three stages of development. Lat- 
eral pipe lines, purification and dehy- 
dration plants, and appurtenant facili- 
ties are a part of this design. El Paso’s 
proposed pipe-line system, at the ul- 
timate capacity of 305,000 thousand 
cubic feet per day, is estimated to have 
an aggregate cost of $53,800,000. 

The California applicants’ 214-mile 
connecting pipe line from the Arizona- 
California border to Santa Fe Springs 
will be 30 inches in diameter, and this 
pipe line is designed for 52,000 thou- 
sand cubic feet per day of line-pack 
storage in addition to the rated de- 
livery capacity of 305,000 thousand 
cubic feet daily. This line-pack stor- 
age is stated to cost one-sixth of the 
equivalent amount of surface holder 
storage. A main line compressor sta- 
tion of 10,000 horsepower is planned, 
as well as pressure-limiting stations, 
lateral lines, and appurtenant facili- 
ties. The estimated capital cost of the 
installed ultimate capacity of 305,000 
thousand cubic feet per day totals 
$16,225,000. 

The facilities proposed by El Paso 
and the California companies will be 
adequate for the purpose of transport- 
ing the contracted volumes of gas, and 
the estimated capital costs appear to 
be reasonable. 


Financing of the Facilities 


Contracts for the entire financing 
of El Paso’s project are in the record 
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here. The bond purchase contracts 
provide for the sale by El Paso to six 
insurance companies of $36,000,000 
of 3 per cent 20-year first mortgage 
bonds. The sale price of the bonds 
was 102. There is an agreement with 
The Chase National Bank for a loan 
to El Paso of $8,500,000 at 2 per cent 
interest. El] Paso has a contract with 
underwriters for the sale of $7,500,- 
000 of preferred stock at a dividend 
rate of 4 to 44 per cent depending 
upon the market, and for the sale of 
$4,000,000 of common stock to pres- 
ent holders at $40 a share. This will 
provide E] Paso with $56,000,000 to 
meet construction costs and to refi- 
nance, and allows for a $2,000,000 
Contingencies Fund. Upon the com- 
pletion of this project and financing, 
El Paso will have 53 per cent bonds, 
13 per cent bank loan, and 34 per cent 
equity related to its total cost of plant 
less depreciation. 

The California companies do not 
propose to issue additional securities 
now, but plan to finance their project 
from current funds supplemented by 
readily available bank loans of $10,- 
000,000. Eventually the capital in- 
vested in the pipe line will be evi- 
denced through issuance of bonds un- 
der the existing open-end indentures, 
which allow the issuance of additional 
bonds to the extent of 66% per cent of 
net bondable property additions. The 
total assets of Southern California Gas 
Company are $179,000,000 and of 
Southern Counties Gas Company are 
$47,000,000. The financial condition 
of the California applicants, and the 
low proportion of their existing capi- 
tal investments represented by out- 
standing bonds make this proposed 
financing method sound and feasible. 
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The Commission finds that all 
three applicants possess sufficient fi- 
nancial resources with which to con- 
struct the proposed facilities to render 
the planned service, and that the over- 
all project can be financed on a rea- 
sonable basis, consistent with the pub- 
lic interest. 


Pipe-line Operating Costs 
and Return 

The estimate of El Paso’s operating 
revenues and expenses appears to be 
reasonable, and, as presently estimat- 
ed, to result in a 6 per cent rate of re- 
turn for the first year’s operation. For 
the second’s year operation the rate of 
return on the estimated capital invest- 
ment less depreciation is estimated to 
be 5.8 per cent. Under the ultimate 
capacity of 305,000 thousand cubic 
feet of gas per day, El Paso is esti- 


mated to have operating revenues of 
$14,000,000, expenses of $9,900,000, 
and net income after taxes of $3,000,- 


000. It is estimated that this will 
produce a 6.3 per cent rate of return 
on the estimated $47,200,000 of capi- 
tal investment less depreciation. 

The estimated operating expenses, 
fixed taxes, and depreciation for the 
California portion of the pipe line to- 
tal $7,200,000 for the first year, 
$9,400,000 for the second, third, and 
fourth years, and $15,300,000 under 
the 305,000 thousand cubic feet stage 
or fifth year. By showing a 6 per cent 
rate of return, the California com- 
panies estimated the total annual cost 
of delivering Texas and New Mexico 
gas to the edge of Los Angeles to be 
$8,500,000, $10,700,000, and $16,- 
700,000, respectively, for each of the 
successive pipe-line delivery stages 
covering 125,000 thousand cubic feet, 
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175,000 thousand cubic feet, and 305,- 
000 thousand cubic feet daily. The 
California companies serve 1,100 sry 
natural gas in southern California, and 
the significant figures are the equiva- 
lent costs per thousand cubic feet of 
gas delivered by the proposed pipe line 
at the outskirts of Los Angeles on an 
1,100 sru basis. Those figures are 
21 cents per thousand cubic feet the 
first year, 19 cents per thousand cubic 
feet the second year, and 18 cents per 
thousand cubic feet in 1951 under the 
305,000 thousand cubic feet per day 
capacity stage of the pipe line.* These 
unit costs compare with the estimated 
present cost of 16 to 17 cents per 
thousand cubic feet of gas produced in 
California and delivered to the Los 
Angeles area. 


El Paso’s Interstate Wholesale Rate 


El Paso proposes to charge the Cal- 
ifornia companies the following aver- 
age rates, for 1,050 stu gas delivered 
at the Arizona-California border at a 
91 per cent load factor for resale in 
California: (1) 15.08 cents per thou- 
sand cubic feet during the first year 
under the 125,000 thousand cubic feet 
per day stage; (2) 14.52 cents per 
thousand cubic feet during the second, 
third, and fourth years under the 175, 
000 thousand cubic feet per day stage; 
and (3) 13.92 cents per thousand 
cubic feet in the fifth and succeeding 
years under the 305,000 thousand cu- 
bic feet daily capacity stage.° 


Public Convenience and Necessity 


This case is distinguishable from 
others which have been considered by 





4 Computed on a 14.73 psia pressure base. 


5 Computed on the contract pressure base 
of 14.9 psia. 
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the Commission involving midwestern 
and eastern natural gas pipe-line com- 
panies. Applicant El Paso by means 
of its proposed pipe-line project will 
utilize, as its major source of supply, 
oil well gas from the Permian Basin 
which otherwise would be wasted. 
Moreover, the record shows that no 
other natural gas pipe-line company 
proposes to utilize such gas or to serve 
the proposed market. The proposed 
project will serve only one market of 
any consequence in contiguous areas 
of southern California, and lacks the 
sometimes conflicting interests present 
in major certificate proceedings be- 
fore the Commission. In addition, 
the record contains evidence of the 
available natural gas reserves and de- 
liverability for the ultimate capacity 
of the proposed pipe line for thirty 
years. The completion of construc- 
tion for the third stage will be contin- 
gent upon a firm commitment by the 
California applicants for a volume of 
gas up to 305,000 thousand cubic feet 
per day. 

Upon consideration of the record in 
this case, the Commission concludes 
that there is a public need or demand 
for out-of-state natural gas in south- 
ern California, and that the economi- 
cally feasible pipe-line system proposed 
by the three qualified applicants will 
serve that need adequately and prop- 
erly for the reasonably foreseeable fu- 
ture. Also, the Commission finds that 
the three applicants have met the re- 
quirements for a certificate of public 
convenience and necessity, and that 
the proposed construction, operation, 
service, and sale are required by the 
present and future public convenience 
and necessity. All of the applicants 
are able and willing properly to do 
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the acts and to perform the service 
proposed, and to conform to the pro- 
visions of the act and the require- 
ments, rules, and regulations of the 
Commission under the Natural Gas 
Act. 

The evidence shows that the pros- 
pects for discovering within Califor- 
nia the necessary large volumes of gas 
which must be made available to the 
California applicants within the next 
few years are not encouraging. The 
California applicants are confronted, 
therefore, with a rapidly declining 
supply of local gas and an increasing 
customer demand for gas. The rec- 
ord shows market requirements in the 
near future for the proposed 305,000 
thousand cubic feet of gas per day 
from Texas and New Mexico to sup- 
plement the available California sup- 
ply of gas. The gas contract between 


El Paso and the California applicants 
contains the firm commitments sup- 
ported by such evidence, for the three 
progressive stages of deliveries with 
the ultimate stage becoming effective 
upon the exercise of an option by the 


California applicants. The president 
of the California applicants testified 
that his companies will need the 305,- 
000 thousand cubic feet daily from El 
Paso, and that he intends to exercise 
that option. It is proper for utilities 
such as applicants to make provision 
for adequate service in accordance 
with definite market demands for the 
reasonably foreseeable future. i 


In view of the fact that this project 
embraces an integrated pipe-line sys- 
tem, a single appropriate order will 
be adopted issuing to the three appli- 
cants certificates essential for its con- 
summation subject only to a condi- 
tion as to the construction of the third 
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stage. In connection with the pro- 
posed construction and operation to 
increase the delivery capacity of the 
pipe line from 175,000 thousand cubic 
feet up to 305,000 thousand cubic 
feet per day authorization of this third 
stage is conditioned upon the exercise 


option at some time before the option 
limit of September 1, 1949. The vol- 
umes of gas to be delivered and the 
dates of delivery by El Paso will be 
in accordance with the provisions of 
its contract with the California appli- 
cants. 


by the California applicants of their 
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Re Reynosa Pipe Line Company 


Docket No. G—595, Opinion No. 135 
June 6, 1946 


PPLICATION for authority to export natural gas to Mexico; 
l \ granted subject to conditions. 


Gas, § 11 — Exportation of natural gas — Imposition of conditions. 

1. Exportation of natural gas to Mexico for industrial use was deemed not 
to be inconsistent with the public interest only if limited by conditions that 
exportation be made in accordance with terms of a contract between the 
Mexican and local concerns as submitted; that exportation be confined to 
natural gas produced in specified fields; that it be made only in such quan- 
tities as, when added to the quantities of gas that might be received from 
Mexican sources of supply, would enable the Mexican company to meet 
market requirements not exceeding 50,000 thousand cubic feet per day; 
and that in no event should deliveries by the local company to the Mexican 
company exceed 50,000 thousand cubic feet per day ; and that authorization 
should not constitute justification for service denial in the United States, 
it being the intent of the authorization that at all times local interests should 
receive preferential service over that to the Mexican concern, p. 167. 


Interstate commerce, § 37.1 — Scope of Natural Gas Act — Pipe line exporting 
natural gas. 
2. A company proposing to construct and operate, within the boundaries 
of a single state, facilities for the transportation of natural gas for con- 
sumption in a foreign country is subject to the provisions of § 7(c) of the 
Natural Gas Act, 15 USCA § 717f(c), as amended, p. 167. 


Interstate commerce, § 37.1 — Construction of Natural Gas Act — Meaning of 
“interstate commerce.” 
3. The term “interstate commerce,” as used in the Natural Gas Act, is to 
be interpreted as embracing “foreign commerce,” since “any point outside” 
of a state includes a point in a foreign country, p. 167. 
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Statutes, § 11 — Rules of construction — Congressional intent. 
4. In construing a Federal statute, the primary and elementary assumption 
must be that Congress said what it meant and meant what it said, p. 167. 


Interstate commerce, § 37.1 — Scope of Natural Gas Act — Transportation and 


sale in foreign commerce. 


5. The declaration of policy in the Natural Gas Act shows that Congress 
intended to regulate the transportation and sale of natural gas in forei 
commerce, and the qualifying words in § 2(7) of the act, 15 USCA § 717a 
(7), “only in so far as such commerce takes place within the United States,” 
simply means that the regulation contemplated is not applicable to proper- 
ties or operations beyond the boundaries of the United States, p. 167. 
Certificates of convenience and necessity, § 53.5 — Requirements under Federal 
Natural Gas Act — Exportation to foreign country. 
6. Construction and operation by a local company of a proposed natural gas 


pipe line from local fields to point of exportation are subject to certificate 
requirements of § 7(c) of the Natural Gas Act, 15 USCA § 717{(c), as 


amended, p. 167. 


(SmrrH, Commissioner concurs in separate opinion; Draper, Commissioner concurs in part 
and dissents in part.) 


APPEARANCES: Binford Arney, 
for applicant ; Birge Holt and Vergilio 
Garza, Jr., for Gas Industrial de Mon- 


terrey, S. A.; James Noel, Special 


Assistant Attorney General, and 
James D. Smullen, Assistant Attor- 
ney General, for Railroad Commis- 
sion of Texas; Henry F. Holland and 
Joaquin Garza Y. Garza, for Com- 
pania Mexicana de Gas, S. A.; Charles 
E. McGee, Assistant General Coun- 
sel, Alvin A. Kurtz, and Howell Pur- 
due, for Federal Power Commission. 


By the Commission: This matter 
is before us for decision upon rehear- 
ing of our order entered on May 8, 
1945, 58 PUR(NS) 306, dismissing 
without prejudice the application of 
Reynosa Pipe Line Company (“Rey- 
nosa”) filed on November 13, 1944 
(Docket No. G-595), under § 3 of 
the Natural Gas Act, 15 USCA 
§ 717b, for authorization to export 
natural gas to Mexico. 

Reynosa is a corporation organized 
under the laws of the state of Texas, 


with its principal place of business at 
Corpus Christi, Texas, and is a wholly 
owned subsidiary of La Gloria Cor- 
poration, another Texas corporation. 
The natural gas which Reynosa pro- 
poses to export is to be obtained from 
reserves in the La Blanca, North 
Weslaco, and South Weslaco Fields in 
Hidalgo county, Texas, owned by La 
Gloria Corporation. 

On November 13, 1944, Reynosa 
also filed an application (Docket No. 
G-594) for a certificate of public con- 
venience and necessity, pursuant to 
§ 7(c) of the Natural Gas Act, 15 
USCA § 717f(c), as amended, au- 
thorizing it to construct and operate 
a 123 inch transmission pipe line, ap- 
proximately 30 miles in length, to- 
gether with appurtenant facilities, ex- 
tending in a southerly direction from 
the La Blanca Field to the North 
Weslaco and South Weslaco Fields, 
thence in a westerly direction to the 
Mexican border, near the city of Rey- 
nosa, Mexico. The company proposes 
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to connect such pipe line at the inter- 
national boundary with a pipe line to 
be constructed by Gas Industrial de 
Monterrey, S. A. (“Gas Industrial”). 
Reynosa’s pipe line is to be used sole- 
ly to transmit natural gas from the 
fields in Hidalgo county to the border, 
where it proposes to sell and deliver 
the gas to Gas Industrial. The latter 
company is then to transmit the gas 
to the city of Monterrey, Mexico, for 
use by industrial consumers. 

Reynosa has also filed an applica- 
tion (Docket No. G—596) for a 
Presidential Permit pursuant to Ex- 
ecutive Order No. 8202 for the con- 
struction, operation, maintenance, and 
connection at the international bound- 
ary of facilities for the exportation 
of natural gas. 

Reynosa, in its application for a re- 
hearing filed on June 6, 1945, in Dock- 
et Nos. G—594, G—595, and G—596, 
requested that the Commission’s or- 
der of May 8, 1945, supra, be set aside, 
that rehearing be granted and that it 
be permitted upon such rehearing to 
present further evidence in support 
of its applications. In addition to the 
exceptions taken to the Commission’s 
determination, Reynosa, responsive to 
our original opinion in this proceed- 
ing, stated that it would introduce 
evidence disclosing (1) insufficient 
quantities of natural gas in Mexico, 
accessible or available to the Monter- 
rey market to supply the requirements 
therein which are proposed to be 
served, (2) the industrial activity in 
Monterrey, (3) the need for natural 
gas in Monterrey, and (4) the avail- 
ability of natural gas in Texas to sup- 
ply Monterrey industries. 

On July 5, 1945, the Commission 
granted the petition for rehearing and 
64 PUR(NS) 


on July 10, 1945, Dockets Nos. 
G-594 and G—595 were consolidated 
for hearing. Thereafter, on August 
20, 1945, Reynosa withdrew its ap- 
plication for a certificate under § 7(c). 
Rehearing was held in Docket No. 
G-595 in Washington, D. C., from 
December 12 to December 19, 1945 
and from April 1 to April 19, 1946, 
Permission to interveme in the pro- 
ceedings was granted to the Railroad 
Commission of Texas, Compania 
Mexicana de Gas, S. A. (“Com- 
pania”), protestants, and to Gas In- 
dustrial. 

Gas Industrial is a corporation or- 
ganized under the laws of Mexico 
with its principal place of business in 
Monterrey, and was organized for the 
purpose of supplying natural gas to 
certain industrial. concerns in Monter- 
rey, hereinafter sometimes referred to 
as the “Industrial Group,” by means 
of a pipe line from the international 
boundary to that city. Under its per- 
mit from the Mexican Government, 
Gas Industrial can only furnish gas 
to the industrial concerns subscribing 
to its stock, which shall not exceed 
twenty-five in number. At the time 
of the original hearing Gas Industrial 
had fifteen subscribers named in the 
application; and subsequent thereto 
two additional concerns, Cementos 
Del Norte, S. A. and Planta Elect. 
Grupo Industrial, became subscribers 
to its stock. All necessary authoriza- 
tion has been secured by Gas Indus- 
trial from the Mexican Government. 

Compania is a corporation organ- 
ized under the laws of Mexico with 
its principal place of business in Mon- 
terrey, and has been since 1929 and 
is now engaged in the transportation 
to, and sale of natural gas in, Monter- 
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rey by means of a pipe line extending 
from the international boundary near 
Roma, Texas, to Monterrey. Its prin- 
cipal source of supply is natural gas 
produced in Texas and purchased from 
the United Gas Pipe Line Company, 
the latter supplying approximately 
31,275 thousand cubic feet per day at 
a base pressure of 2 pounds above an 
assumed atmospheric pressure of 14.4 
pounds. In a related proceeding 
(Docket No. G-102) Applicant, 
United Gas Pipe Line Company, re- 
quested authorization to continue the 
exportation of gas to Mexico through 
the facilities of Compania. On June 


6, 1946, we issued an order authoriz- 
ing such continued exportation in an 
amount not to exceed 31,275 thousand 
cubic feet per day. 

Reynosa and Gas Industrial have 
entered into a 10-year contract where- 


by Reynosa will deliver to Gas Indus- 
trial up to 60,000 thousand cubic feet 
per day for the sole purpose of sup- 
plying the original fifteen members of 
the Industrial Group and other cus- 
tomers of Gas Industrial. 

The evidence shows that there is 
now an increasing need for natural 
gas in Monterrey above that which 
can presently be supplied by Compania 
through its existing pipe-line facilities 
and, that the industries comprising 
the Industrial Group have had to 
curtail substantially their operations by 
reason of the shortage in gas supplies 
available to them. It was this press- 
ing need for additional volumes of 
natural gas that caused the formation 
of Gas Industrial for the sole purpose 
of supplying the Industrial Group with 
natural gas. At the present time the 
Industrial Group is only receiving 
approximately 16,000 thousand cubic 


feet of natural gas per day from Com- 
pania as compared with estimated 
present requirements of 31,951 thou- 
sand cubic feet per day. It is estimat- 
ed that the requirements of the Indus- 
trial Group will increase to 48,159 
thousand cubic feet by the end of 1950. 
No evidence was offered that any 
additional volumes will be required 
thereafter. 

The record is clear that Gas Indus- 
trial is interested only in obtaining 
natural gas for the Industrial Group, 
preferably from Mexico if available, 
and that it has no desire to distribute 
and sell gas to others. Gas Industrial 
has stated that it would not now be 
requesting the exportation of natural 
gas to Mexico if reserves were avail- 
able at this time in its own country, 
and that it only needs gas from Texas 
until such time as Mexican gas may be 
available to it. 

Three of the four producing gas 
fields in northern Mexico, namely, La 
Presa, Lajitas and Rancherias, are 
now connected with the transmission 
line of Compania. This company not 
only has a contract for the purchase 
of all of the gas produced in the La 
Presa and Rancherias Fields, but it is 
also required by its concession from 
the Mexican Government to take such 
Mexican gas when it is offered. Com- 
pania has expressed the desire to 
secure all local gas possible. The gas 
produced in these two fields is not, 
therefore, available to Gas Industrial 
and neither is that produced in the 
Lajitas Field. All of the gas produced 
from the latter field is now being 
transported by Compania to Monter- 
rey for the account of Hydrocarburos 
pursuant to terms of Compania’s con- 
cession. The extent to which addi- 
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tional gas may be produced in those 
three fields in the future and made 
available to Compania will therefore 
reduce the amount which the latter 
will take from United Gas Pipe Line 
Company, and consequently, the total 
amount of gas which will be exported 
from Texas through the facilities of 
Compania and United Gas Pipe Line 
Company. 

Only a portion of the fourth produc- 
ing gas field in northern Mexico lies 
within Mexico. This portion is called 
the Mission Field. The remainder of 
the field, termed the Penitas Field, is 
located in Texas. The Mission Field 
lies within a few miles of the proposed 
line of Gas Industrial. While the evi- 
dence respecting this field is not of 
much probative value, it is sufficient 
to disclose that, while some gas is 
there available, the presently available 
gas supply is not sufficient to meet the 
requirements of Gas Industrial. 

It is obviously in the interest of the 
Mexican Government, particularly in 
the light of the recent expenditures 
by it of large sums for the develop- 
ment of its national natural gas re- 
serves, to insure Mexican markets for 
such reserves. We may assume that 
the Mexican Government in the ex- 
ercise of its informed judgment in the 
matters would not have issued a permit 
to Gas Industrial to serve such a large 
market as Monterrey, if to have done 
so would seriously retard the further 
development and utilization of avail- 
able Mexican gas. In this connection, 
the permit granted to Gas Industrial 
contains a provision requiring the lat- 
ter to take up to 25 per cent of the 
consumption of the industrial concerns 
served by it from Mexican fields if 
available. It is also noted that there 
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was recently filed with the Mexican 
Government an application by one 
Fidel C. Martinez for a concession au- 
thorizing the construction and opera- 
tion of a pipe line from the vicinity 
of Reynosa, Mexico, to supply ap- 
proximately 35,000 thousand cubic 
feet of natural gas per day to the cities 
of Monclova, Saltillo, and Torreon in 
the state of Coahuila, Mexico. This 
application states that the natural gas 
for such cities will come from the 
northern region of ‘Mexico or from 
southern Texas. 

The evidence as to proven gas re- 
serves in northern Mexico presently 
available discloses an _ insufficient 
amount to meet the deficiencies of gas 
supply of the Industrial Group and the 
estimated requirements of the pro- 
posed: Martinez pipe line. Nor is there 
any evidence that there will be natural 
gas available in northern Mexico of 
sufficient volume within the reason- 
ably near future. 

Compania contends that if Reynosa 
is not authorized to export natural gas 
to Mexico, then it will construct a 
pipe line parallel to its existing pipe 
line for the purpose of serving the 
Monterrey market including the re- 
quirements of the Industrial Group. 
Whether Compania should be allowed 
to construct such a pipe line is, of 
course, a matter that concerns the 
Mexican Government rather than this 
Commission. 

The Railroad Commission of Texas 
urges that industries of Texas should 
have first call on the closest sources of 
supply of natural gas; that the natural 
gas reserves in Mexico should be fully 
developed and utilized and not held 
pending depletion of reserves in 
Texas; and that it is the duty of 
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Mexico to explore and develop its 
own reserves. 

The evidence in this case discloses 
that there are sufficient natural gas 
reserves in Texas to meet the present- 
ly known needs of its industries. Par- 
ticularly is this so in the area from 
which Reynosa will transport natural 
gas. La Gloria Corporation, the par- 
ent of Reynosa and its supplier of nat- 
ural gas, has contracted to deliver 
natural gas to Carthage Hydrocol, 
Inc., a plant proposed to be construct- 
ed at Brownsville, Texas. It is pro- 
posed that such deliveries will be made 
from La Blanca, South Weslaco, and 
other fields in southwest Texas and 
will be subject to prior commitments 
of La Gloria to sell gas to Gas Indus- 
trial and Rio Grande Valley Gas Com- 
pany. It appears, however, from the 
evidence that La Gloria’s reserves in 
these fields are adequate to supply the 
volumes of natural gas proposed to be 
exported and its contractual require- 
ments to serve Carthage Hydrocol, 
Inc, and Rio Grande Valley Gas 
Company. 

[1] Upon consideration of the rec- 
ord before us, we find that the ex- 
portation of natural gas by Reynosa 
to Mexico will not be inconsistent with 
the public interest, if limited. inter 
alia, by conditions as follows: that 
the exportation be made in accordance 
with terms of the contract between 
Reynosa and Gas Industrial as sub- 
mitted except as hereinafter specified ; 
that the exportation be confined to nat- 
ural gas produced in the La Blanca, 
North Weslaco, and South Weslaco 
Fields; that the exportation shall be 
made only in such quantities as, when 
added to the quantities of gas that may 
be received from Mexican sources of 


gas supply under its permit, will en- 
able Gas Industrial to meet market 
requirements not exceeding 50,000 
thousand cubic feet per day, and in no 
event shall deliveries by Reynosa to 
Gas Industrial exceed 50,000 thousand 
cubic feet per day; that the authoriza- 
tion hereby granted shall not consti- 
tute ground or justification for any 
refusal by applicant to transport or sell 
natural gas to any person or munici- 
pality at any time during the term 
hereof, for consumption in the United 
States by such person or municipality, 
it being the intent of this authoriza- 
tion that at all times, persons and 
municipalities in the United States are 
to receive preferential service over 
that to Gas Industrial. 

[2-6] There remains for consid- 
eration the question whether the ex- 
port authorization under § 3 of the 
Natural Gas Act should be further 
limited by requiring Reynosa, as a 
condition precedent thereto, to obtain 
a certificate of public convenience and 
necessity pursuant to § 7(c) of the 
act, as amended, authorizing the con- 
struction and operation of the pipe 
line from the Hidalgo county fields to 
the border. 

The provisions of the Natural Gas 
Act and its legislative history, as well 
as decisions of the United States Su- 
preme Court involving analogous pro- 
visions of the Interestate Commerce 
Act, compel the conclusion that a com- 
pany which proposes to construct and 
operate, within the boundaries of a 
single state, facilities for the transpor- 
tation of natural gas for consumption 
in a foreign country, is subject to the 
provisions of § 7(c), as amended. 
The declaration of policy in § 1(a), 
15 USCA § 717(a) recites that 
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“. . . Federal regulation in mat- 
ters relating to the transportation of 
natural gas and the sale thereof in 
interstate and foreign commerce is 
necessary in the public interest.” The 
provisions of § 7(c) are made to apply 
to a “natural-gas company or person 
which will be a natural-gas company 
upon completion of” a “proposed con- 
struction,” and to a person who shall 
engage in “the transportation or sale 
of natural gas, subject to the juris- 
diction of the Commission, or under- 
take the construction” of “facilities 
therefor,” or “operate” “such facili- 
ties.” “Natural-gas company” is de- 
fined to mean “a person engaged in 
the transportation of natural gas in 
interstate commerce, or the sale in in- 
terstate commerce of such gas for 
resale.” (§ 2(6), 15 USCA § 717a 


(6)). “Interstate commerce” is de- 


fined to mean “commerce between any 
point in a state and any point outside 


thereof, but only in so far as 
such commerce takes place within the 
United States” (§ 2(7)). (Italics 
added. ) 

The foregoing statutory definition 
of “interstate commerce” is to be in- 
terpreted as embracing “foreign com- 
merce,” for “any point outside” of a 
state includes a point in a foreign coun- 
try. In construing a statute, the pri- 
mary and elementary assumption must 
be that Congress said what it meant 
and meant what it said. Also it will 
be noted from the above-quoted dec- 
laration of policy that Congress in- 
tended to regulate the transportation 


and sale of natural gas in foreign com- 
merce. Such regulation was necessary 
in order to give effect to the design of 
Congress, shown by the legislative 
history of the act, to fill the gap in 
regulation which existed.’ The con- 
cluding portion of § 2(7), “only in so 
far as such commerce takes place with- 
in the United States,” simply means 
that the regulation contemplated is not 
applicable to properties or operations 
beyond the boundaries of the United 
States. Substantially identical words 
in the Interstate Commerce Act have 
been construed consistently as mean- 
ing that that act “applies to interna- 
tional commerce only in so far as the 
transportation takes place within the 
United States.” Lewis-Simas-Jones 
Co. v. Southern P. Co. (1931) 283 
US 654, 660, 75 L ed 1333, 51 
S Ct 592. See also Texas & P. R. Co. 
v. United States (1933) 289 US 
627, 636, 77 L ed 1410, 53 S Ct 768; 
Oregon-Washington R. & Nav. Co. 
v. Strauss & Co. (1934) 73 F2d 912, 
913, certiorari denied (1935) 294 US 
723, 79 L ed 1255, 55 S Ct 551. 
“  . . the Interstate Commerce Act 
applies to the carriage in this country, 
though that part of the carriage is 
within the limits of a single state.” 
Pennslyvania R. Co. v. Public Util- 
ities Commission (1936) 298 US 170, 
176, 80 L ed 1130, 56 S Ct 687. 
Further, the legislative history dis- 
closes that Congress specifically in- 
tended that § 7(c) should apply to 
foreign commerce. H. R. 5249 (77th 
Cong. Ist Sess.) which, as amended, 





1The power of Congress to regulate for- 
eign commerce is exclusive; and a state Com- 
mission does not possess the power or au- 
thority either to require a certificate of pub- 
lic convenience and necessity for the con- 
struction or operation of facilities solely for 
foreign commerce, or to regulate the rates for 
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gas sold at wholesale in foreign commerce. 
Sault Ste. Marie v. International Transit Co. 
(1914) 234 US 333, 340, 58 L ed 1337, #4 
S Ct 826, 52 LRA(NS) 574; Cf. Missouri 
ex rel. Barrett v. Kansas Nat. Gas Co. 265 
us 298, 68 L ed 1027, PURI924E, 78, 44 S Ct 
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became the amendment to § 7(c), 
originally provided : 

“(c) No natural-gas company or 
person which will be a natural-gas 
company upon completion of any pro- 
posed construction or extension shall 
engage in the transportation or sale 
of natural gas, or undertake the con- 
struction of facilities therefor, 

.” unless a certificate is in force: 
“Provided, however, That if any such 
natural-gas company or predecessor 
in interest was bona fide engaged in 
transportation or sale of natural gas 
in interstate or foreign commerce on 
the effective date of this amendatory 
act,” etc., a certificate shall issue with- 
out further proof that public conven- 
ience and necessity will be served. 
(Italics added.) 

Report No. 1290 of the House 
Committee to accompany H. R. 5249 
shows that the committee amended 
the above-quoted language of § 7(c) 
by striking out the words “in inter- 
state or foreign commerce” and in- 
serting in lieu thereof the words “sub- 
ject to the jurisdiction of the Commis- 
sion.” In explanation of the commit- 
tee amendments the report stated, at 
page 4: 

“The committee has omitted sub- 
section (h) of the bill as introduced, 
and has inserted the words ‘subject 
to the jurisdiction of the Commission’ 
after the word ‘gas’ in line 10 on page 
1, and has substituted the same words 
in line 7, page 2, in place of the words 
‘in interstate or foreign commerce’ 
It is believed 
that the meaning of the bill, with these 
changes, is substantially the same as 
before and that the jurisdiction of 
the Commission is substantially un- 


” 


changed by the amendments; . . . 
(Italics added.) 

We therefore hold that the con- 
struction and operation by Reynosa of 
the proposed pipe line from the fields 
to the point of exportation, are sub- 
ject to the requirements of § 7(c) as 
amended. 

Although Reynosa’s application un- 
der § 7(c) was not before us at the 
time of the rehearing, the evidence 
presented at the several hearings here- 
in was so thoroughly comprehensive 
that it clearly encompasses the ques- 
tion whether a certificate of public 
convenience and necessity should be 
granted. This evidence has been con- 
sidered and appears to justify the is- 
suance of a certificate without addi- 
tional extensive exploration or in- 
quiry. The authorization to export 
natural gas to Mexico will therefore 
be granted subject to the condition, 
among others, that such authorization 
shall be without force or effect unless 
and until Reynosa files an application 
under § 7(c) and a certificate by this 
Commission issues thereupon. In the 
event Reynosa files such an applica- 
tion it would, by reason of the deci- 
sion of the Commission permitting the 
exportation, be appropriate to set the 
matter for hearing in accordance 
with the abridged hearing procedure 
provided by Commission’s Order No. 
130. The evidence heretofore adduced, 
pertinent and relevant to the issues in 
the § 7(c) proceeding, may be incor- 
porated by reference. 


SmitTH, Commissioner, concurring: 
When this matter was originally be- 
fore the Commission the majority, in 
denying the authority sought to ex- 
port gas for industrial use in Mexico, 
held that: 
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“There is another aspect of this 
matter which has given us concern. 
In connection with applications for 
certificates of convenience and neces- 
sity for the construction and operation 
of facilities within this country, in- 
quiry is made with respect to sources 
of fuel supply and availability of nat- 
ural gas in the areas where the appli- 
cant proposes to make deliveries. We 
believe that in determining the ques- 
tion posed by § 3 of the act it is ap- 
propriate for us to make similar in- 
quiry into the availability of natural 
gas and other fuels for utilization 
within the country of the exportee. 
If, therefore, susbtantial quantities of 
natural gas are available in Mexico 
for use by the industries of Monter- 
rey, we would feel constrained, under 
the circumstances here existing, to 
withhold the authorization to export 
sought by applicant.” ? 

And again, after discussing the 
evidence relating to the use and avail- 
ability of natural gas and other fuel 
to the industries of Monterrey: 

“We recognize the possibility of the 
development in this environment of 
other and larger gas producing fields 
and we believe that a more adequate 
showing should have been made by 
applicant of the possibility of obtain- 
ing supplies of natural gas within the 
Republic of Mexico.” * 

I believed then—and I am of the 
same opinion still—that the possibility 
of meeting the fuel requirements of a 
neighboring country from its local 


sources of supply is a factor of large 
importance for consideration by this 
Commission in determining whether 
or not the exportation of natural gas 
from our nation’s limited and irre- 
placeable reserves should be found to 
be “consistent with the public inter- 
est” of the United States, and there- 
fore permitted. 

Notwithstanding the strictly limit- 
ed interpretation placed judicially 
upon similar phraseology in the Fed- 
eral Power Act,’ it seems to me in- 
conceivable that the Congress intend- 
ed by its use of such language to fix 
more lenient standards in the case of 
proposed exportation of natural gas 
than in the case of its interstate trans- 
portation and sale for resale. Surely 
the Congress did not intend to make 
it easier for private parties to export 
quantities of this limited natural re- 
source to a foreign country than to 
move it from one state to another 
within the United States. In fact, by 
including § 3 in the Natural Gas Act 
Congress evidently meant to establish 
a special requirement, applying to 
foreign commerce, in addition to those 
which must be met where the trans- 
portation and sale are in domestic 
commerce.* Hence the importance 
attached by the Commission through- 
out this prolonged proceeding upon 
the possible availability of natural gas 
in northeastern Mexico has been prop- 
er. 

I concur in the action of the Com- 
mission in conditionally authorizing 





1In Re Reynosa Pipe Line Co. Opinion No. 
122, May 8, 1945, 58 PUR(NS) 306, 310. 

2 bid, at p. 310. 

8 Pacific Power & Light Co. v. Federal 
Power Commission (1940) 34 PUR(NS) 153, 
111 F2d 1014, construing § 203(a) of the 
Federal Power Act, 16 USCA § 824b(a), re- 
ferred to in the dissenting opinion of Com- 
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missioner Draper at p. 312 of 58 PUR(NS). 
4Similarly, the Presidential Permit, re- 
quired by Executive Order No. 8202, may be 
viewed as a special requirement applying to 
foreign commerce in natural gas (or electric 
energy) which, by § 1(a) of the Natural Gas 
Act, is declared to be affected with a public 
interest and subject to Federal regulation. 
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the proposed exportation at this time 
because the record is now somewhat 
more complete regarding the gas sit- 
uation on the Mexican side of the 
border. I am satisfied that there is 
presently not available developed or 
proven Mexican gas which could now 
be used to meet the market demand 
in Monterrey, and also that accessible 
domestic markets are not now avail- 
able for the large proven gas reserves 
of the south Texas fields. Therefore 
it appears that to refuse permission 
for the proposed exportation would 
serve no useful purpose in terms of 
the reasonably foreseeable public in- 
terest. 

Despite repeated attempts on the 
part of this Commission and various 
parties to the proceeding, however, the 
record as to Mexican gas resources 
is still full of uncertainties. Although 
the applicant, responsive to the lan- 
guage quoted above from the Com- 
mission’s original opinion, appears to 
have made some effort in this direc- 
tion, the fact remains that much of 
the evidence as to the probable ex- 
istence, as distinguished from the 
present proven availability, of Mexi- 
can gas is far from satisfactory. Much 
time has been consumed on this aspect 
of the record, which could easily have 
been avoided had the Mexican Gov- 
ernment been willing to permit a full 
disclosure by competent witnesses on 
this important matter. We are no 
more concerned with the reasons for 
this official attitude than we are with 
such matters as local rates, service, 
and competitive pipe-line construc- 
tion within Mexico, which clearly are 


matters outside the scope of our juris- 
diction and proper consideration. 
This attitude, however, naturally 
raises some question as to the effect 
of this action by the Commission upon 
similar proposals which may here- 
after be presented to it. It seems to 
me that, if the United States is to be 
called upon as a “good neighbor” to 
authorize the exportation of a limited 
and irreplaceable resource, such as 
natural gas, it is only fair and reason- 
able to expect codperation on the part 
of the government of a country de- 
siring such commodity in disclosing 
fully the pertinent conditions sur- 
rounding its needs. 

Draper, Commissioner, concurring 
in part and dissenting in part: I 
concur in the opinion of the majority 
granting Reynosa Pipe Line Com- 
pany authority to export natural gas 
from the United States to our sister 
republic, Mexico. However, I am un- 
able to agree with it that a certificate 
of public convenience and necessity is 
required under § 7(c) of the Natural 
Gas Act, because it is my view that 
“Reynosa” is not now and will not 
be a “natural-gas company” under 
the provisions of the Natural Gas Act 
upon the completion of the facilities 
necessary to export natural gas which 
we are authorizing as long as said 
facilities are used exclusively for per- 
forming the service authorized, as is 
now proposed, and “Reynosa” does 
not engage in the sale of gas for re- 
sale or the transportation of gas for 
others within the United States by 
means of such facilities. 
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Irene Morgan 


Coenmonwealihs of Virginia 


No. 704 
— US —, 90 L ed —, 66 S Ct 1050 
June 3, 1946 


PPEAL from judgment of Supreme Court of Appeals of Vir- 
A ginia affirming conviction of bus passenger for violation of 
state law requiring segregation of whites and negroes; reversed. 

For lower court case see (1945) 184 Va 24, 34 SE2d 491. 


Interstate commerce, § 28 — Unlawful burden — Reserved powers of state. 


1, The reserved powers of a state will not validate a statute if it unlaw- 
fully burdens interstate commerce, p. 174. 


Constitutional law, § 3 — Who may raise question — Interstate bus passenger. 
2. A passenger on an interstate motorbus, arrested for failure to change 
seats as directed by the bus operator under a state statute requiring segre- 
gation of whites and Negroes, is a proper person to challenge the validity 
of the statute as a burden on interstate commerce, p. 174. 


Interstate commerce, § 4 — Burden by state legislation — Absence of congres- 
stonal action. 
3. State legislation, even in the absence of action by Congress, is invalid 
if it unduly burdens interstate commerce in matters where uniformity is 
necessary—necessary in the constitutional sense of useful in accomplishing 
a permitted purpose; where uniformity is essential for the functioning of 
commerce, a state may not interpose its local regulation, p. 174. 


Courts, § 12 — Federal and state — Statute burdening commerce. 
4. The degree of interference by state legislation with interstate commerce 
may be weighed by Federal courts to determine whether the burden makes 
the statute unconstitutional; the Constitution puts the ultimate power to 
regulate commerce in Congress rather than the states, p. 175. 


Interstate commerce, § 39 — Regulation of motor carriers — Burden imposed by 
state law. 
5. A burden on interstate commerce may arise from a state statute which 
requires interstate passengers to order their movement on an interstate bus 
in accordance with local rather than national requirements, p. 176. 
Interstate commerce, § 39 — Regulation of motor carriers — Burden of state 
legislation — Segregation of passengers. 
6. A state statute requiring segregation of white and colored passengers 


in interstate motorbuses unconstitutionally burdens interstate commerce, 
since the seating arrangements for the different races in interstate motor 
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travel require a single uniform rule to promote and protect national travel, 


176 


(BLACK and FRANKFURTER, JJ., concur in separate opinions; Burton, J., dissents.) 


APPEARANCES: Thurgood Mar- 


shall, of Baltimore, Maryland, and 
William H. Hastie, of Washington, 
D. C., argued the cause for appellant ; 
Abram P. Staples of Richmond, Vir- 
ginia, argued the cause for appellee. 


Mr. Justice Reep delivered the 
opinion of the court: This appeal 
brings to this court the question of 
the constitutionality of an act of Vir- 
ginia,’ which requires all passenger 
motor vehicle carriers, both inter- 
state and intrastate," to separate with- 
out discrimination® the white and col- 
ored passengers in their motorbuses 
so that contiguous seats will not be 
occupied by persons of different races 
at the same time. A violation of the 
requirement of separation by the car- 
rier is a misdemeanor.* The driver 
or other person in charge is directed 
and required to increase or decrease 
the space allotted to the respective 
races as may be necessary or proper 
and tnay require passengers to change 
their seats to comply with the alloca- 


7 


tion. The operator’s failure to en- 
force the provisions is made a mis- 
demeanor.® 


These regulations were applied to 
an interstate passenger, this appellant, 
on a motor vehicle then making an in- 
terstate run or trip. According to the 
statement of fact by the supreme court 
of appeals of Virginia, appellant, who 
is a Negro, was traveling on a motor 
common carrier, operating under the 
above-mentioned statute, from Glou- 
cester county, Virginia, through the 
District of Columbia, to Baltimore, 
Maryland, the destination of the bus. 
There were other passengers, both 
white and colored. On her refusal 
to accede to a request of the driver to 
move to a back seat, which was part- 
ly occupied by other colored passen- 
gers, so as to permit the seat that she 
vacated to be used by white passen- 
gers, a warrant was obtained and ap- 
pellant was arrested, tried and con- 
victed of a violation of § 4097dd of 
the Virginia Code. On a writ of 





_ 1 Virginia Code of 1942, §§ 4097z to 4097dd 
inclusive. The sections are derived from 
an act of general assembly of Virginia of 
1930. Acts of Assembly, Va. 1930, p 343. 

2Id. §§ 4097z, 4097m, 4097s; Morgan v. 
Commonwealth (1945) 184 Va 24, 39, 34 
SE2d 491. 

Sid. § 4097aa. 

*Id. § 4097z, § 4097bb. 

5Id. § 4097bb. 

®“4097dd. Violation by passengers; mis- 
demeanor; ejection—All persons who fail 
while on any motor vehicle carrier, to take 
and occupy the seat or seats or other space 
assigned to them by the driver, operator or 
other person in charge of such vehicle, or by 
the person whose duty it is to take up tickets 
or collect fares from engers therein, or 
who fail to obey the directions of any such 
driver, operator or other person in charge, 
as aforesaid, to change their seats from time 
to time as occasions require, pursuant to any 
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lawful rule, regulation or custom in force 
by such lines as to assigning separate seats 
or other space to white and colored persons, 
respectively, having been first advised of the 
fact of such regulation and requested to 
conform thereto, shall be deemed guilty of 
a misdemeanor, and upon conviction there- 
of shall be fined not less than $5 nor 
more than $25 for each offense. Further- 
more, such persons may be ejected from such 
vehicle by any driver, operator or person in 
charge of said vehicle, or by any police offi- 
cer or other conservator of the peace; and 
in case such persons ejected shall have paid 
their fares upon said vehicle, thev shall not 
be entitled to the return of any part of 
same. For the refusal of any such passen- 
ger to abide by the request of the person in 
charge of said vehicle as aforesaid, and his 
consequent ejection from said vehicle, nei- 
ther the driver, operator, person in charge, 
owner, manager nor bus company operating 
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error the conviction was affirmed by 
the supreme court of appeals of Vir- 
ginia. (1945) 184 Va 24, 34 SE2d 
491. The court of appeals interpreted 
the Virginia statute as applicable to 
appellant since the statute “embraces 
all motor vehicles and all passengers, 
both interstate and intrastate.”” The 
court of appeals refused to accept ap- 
pellant’s contention that the statute 
applied was invalid as a delegation of 
legislative power to the carrier by a 
concurrent holding “that no power is 
delegated to the carrier to legislate. 
. The statute itself condemns 
the defendant’s conduct as a violation 
of law and not the rule of the carrier.” 
Id. 184 Va at p 38, 34 SE2d at p 497. 
No complaint is made as to these in- 
terpretations of the Virginia statute 
by the Virginia court.® 

[1] The errors of the court of ap- 
peals that are assigned and relied upon 
by appellant are in form only two. 
The first is that the decision is re- 
pugnant to clause 3, § 8, Article 1 of 
the Constitution of the United States,® 
and the second the holding that pow- 
ers reserved to the states by the Tenth 
Amendment include the power to re- 
quire an interstate motor passenger to 
occupy a seat restricted for the use 
of his race. Actually, the first ques- 
tion alone needs consideration for if 


the statute unlawfully burdens inter- 
state commerce, the reserved powers 
of the state will not validate it.” 

[2] We think, as the court of ap- 
peals apparently did, that the appel- 
lant is a proper person to challenge the 
validity of this statute as a burden on 
commerce." If it is an invalid bur- 
den, the conviction under it would 
fail. The statute affects appellant as 
well as the transportation company, 
Constitutional protection against bur- 
dens on commerce is for her benefit on 
a criminal trial for violation of the 
challenged statute. New York ex rel. 
Hatch v. Reardon (1907) 204 US 
152, 160, 51 L ed 415, 422, 27 S Ct 
188, 9 Ann Cas 736; Alabama State 
Federation of Labor v. McAdory 
(1945) 325 US 450, 463, 89 L ed 
1725, 1735, 65 S Ct 1384. 

[3] This court frequently must 
determine the validity of state stat- 
utes that are attacked as unconstitu- 
tional interferences with the national 
power over interstate commerce. This 
appeal presents that question as to a 
statute that compels racial segregation 
of interstate passengers in vehicles 
moving interstate.” 

The precise degree of a permissible 
restriction on state power cannot be 
fixed generally or indeed not even for 
one kind of state legislation, such as 





said vehicle shall be liable for damages in 
any court.” 

Morgan v. Commonwealth, supra (184 
Va at p 37). Cf. Smith v. State (1898) 
100 Tenn 494, 46 SW 566, 41 LRA 432; Ala- 
bama & V. R. Co. v. Morris (1912) 103 Miss 
511, 60 So 11, Ann Cas 1915B 613; Southern 
= \ Co. v. Norton (1916) 112 Miss 302, 73 

o 

| oe Hebert v. Louisiana (1926) 272 
US 312, 317, 71 L ed 270, 273, 47 S Ct 103, 
48 ALR 1102; General Trading Co. v. State 
Tax Commission (1944) 322 US 335, 337, 88 
L ed 1309, 1311, 64 S Ct 1028, 1030. 

9“Section 8. The Congress shall have 
power to regulate Commerce with 
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foreign nations, and among the several states, 
and with the Indian Tribes.” 

10 Case v. a? ont February 4, 
1946 [— US —, —, 6 S Ct 438]. 

11 Cf. Edwards v. » california (1941) 314 US 
160, 172, note 1, 86 L ed 119, 124, note 1, 6 
S Ct 164. : 

12 When passing upon a rule of a carrier 
that required segregation of an_ interstate 
assenger, this court said, “And we must 
eep in mind that we are not dealing with 
the law of a state attempting a regulation of 
interstate commerce beyond its wer to 
make.” Chiles v. Chesapeake & O. R. Co. 
(1910) 218 US 71, 75, 54 L ed 936, 938, 30 
S Ct 667, 20 Ann Cas 980. 
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taxation or health or safety.“ There 
is a recognized abstract principle, 
however, that may be taken as a pos- 
tulate for testing whether particular 
state legislation in the absence of ac- 
tion by Congress is beyond state pow- 
er. This is that the state legislation 
is invalid if it unduly burdens that 
commerce in matters where uniformi- 
ty is necessary—necessary in the con- 
stitutional sense of useful in accom- 
plishing a permitted purpose.” 
Where uniformity is essential for the 
functioning of commerce, a state may 
not interpose its local regulation.” 
Too true it is that the principle lacks 
in precision. Although the quality of 
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such a principle is abstract, its appli- 
cation to the facts of a situation cre- 
ated by the attemped enforcement of 
a statute brings about a specific de- 
termination as to whether or not the 
statute in quesion is a burden on com- 
merce. Within the broad limits of 
the principle, the cases turn on their 
own facts. 

[4] In the field of transportation, 
there have been a series of decisions 
which hold that where Congress has 
not acted and although the state stat- 
ute affects interstate commerce, a 
state may validly enact legislation 
which has predominantly only a local 
influence on the course of commerce.” 





13Cf. Gwin, White & Prince v. Henne- 
ford (1939) 305 US 434, 439, 83 L ed 272, 
276, 59 S Ct 325; Mintz-v. Baldwin (1933) 
289 US 346, 352, 77 L ed 1245, 1250, 53 S Ct 
611; H. P. Welch Co. v. New Hampshire 
(1939) 306 US 79, 84, 83 L ed 500, 504, 27 
PUR(NS) 238, 59 S Ct 438. 

14 Southern P. Co. v. Arizona ex rel. Sul- 
livan (1945) 325 US 761, 766, 771, 89 L ed 
Ht 1922-1926, 59 PUR(NS) 211, 65 S Ct 
151 


15 Cooley v. Port Wardens Aya 12 How 
(US) 299, 319, 13 L ed 996, 1004; Minnesota 
Rate Cases (Simpson v. Shepard) (1913 
230 US 352, 402, 57 L ed 1511, 1542, 33 S Ct 
729, 48 LRA(NS) 1151, Ann Cas 1916A 18; 
Kelly v. Washington ex rel. Foss Co. (1937) 
302 US 1, 10, 82 L ed 3, 10, 58 S Ct 87. 

16 Statutes or orders dealing with safety 
of operations: Smith v. Alabama (1888) 
124 US 465, 31 L ed 508, 8 S Ct 564, 1 Inters 
Com Rep 804 (Alabama statute requiring an 
examination and license of train engineers 
before operating in the state); Nashville, C. 
& St. L. R. Co. v. Alabama (1888) 128 US 
96, 32 L ed 352, 9 S Ct 28, 2 Inters Com Rep 
238 (Statute requiring examination of rail- 
road employees as to vision and color ae 
ness); New York, N. H. & H. R. Co. 
New York (1897) 165 US 628, 41 L ed 853, 
17 S Ct 418 (N. Y. statute forbidding the 
use of furnaces or stoves in passenger cars 
and requiring guard-posts on _ railroad 
bridges); Erb v. Morasch (1900) 177 US 
584. 44 L ed 897, 20 S Ct 819 (Municipal 
ordinance limiting speed of trains in ov to 
6 miles an hour) ; Atlantic Coast Line R. Co. 
v. Georgia (1914) 234 US 280, 58 L ed 1312, 
34 S Ct 829 (Georgia statute requiring elec- 
tric headlichts on locomotives); Morris v. 


Duby (1927) 274 US 135, 71 L ed 966, 47 


Ct 548 (Weight restrictions on motor car- 
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riers imposed by order of Oregon Highwa 
Commission) ; Sacstes v. Binford, 286 U 
374, 76 L ed 1167, PUR1932E 157, 52 S Ct 
581 (Size and weight restrictions on trucks 
imposed by Texas statute); South Carolina 
State Highway Dept. v. Barnwell Bros. 
(1938) 303 US 177, 82 L ed 734, 58 S Ct 
510 (Statute restricting weight and size of 
motor carriers); Maurer v. Hamilton (1940 
309 US 598, 84 L ed 969, 60 S Ct 726, 1 
ALR 1347 (Pennsylvania statute forbidding 
the use of its highways to any vehicle car- 
rying any other vehicle over the head of 
the operator of the vehicle); Terminal R. 
Asso. v. Brotherhood of Railroad Trainmen 
(1943) 318 US 1, 87 L ed 571, 47 PUR(NS) 
500, 63 S Ct 420 (Illinois statute requiring 
cabooses on freight trains). 

Statutes or orders requiring local train 
service: Gladson v. Minnesota (1897) 166 
US 427, 41 L ed 1064, 17 S Ct 627 (State 
statute requiring intrastate train to stop at 
county seat to take on and discharge pas- 
sengers); Lake Shore & M. S. R. Co. v. 
Ohio ex rel. Lawrence (1899) 173 US 285, 
43 L ed 702, 19 S Ct 465 (Statute requiring 
three trains daily, if so many are run, to stop 
at each city containing over 3,000 inhabit: 
as applied to interstate trains); Atlantic 
Coast Line R. Co. v. North Carolina Co 
Commission (1907) 206 US 1, 51 L ed 9. 
27 S Ct 585, 11 Ann Cas 398 (Order regu- 
lating train service, particularly requiring 
train to permit connection with through 
— at junction point) ; Missouri P. R. 

Kansas ex rel. Tavlor (1910) 216 US 262, 
54 L ed 472, 30 S Ct 330 (Order directing 
the “operation of intrastate passenger train 
service over specified route). 

Statutes dealing with emeplomment of labor 
—full crew laws: Chic & P. R. 
Co. v. Arkansas (1911) 219 US 483, 55 L ed 
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It is equally well settled that, even 
where Congress has not acted, state 
legislation or a final court order is in- 
valid which materially affects inter- 
state commerce.” Because the Con- 
stitution puts the ultimate power to 
regulate commerce in Congress, rath- 
er than the states, the degree of state 
legislation’s interference with that 
commerce may be weighed by Fed- 
eral courts to determine whether the 
burden makes the statute unconsti- 
tutional.” The courts could not in- 
validate Federal legislation for the 
same reason because Congress, with- 


in the limits of the Fifth Amendment, 
has authority to burden commerce 
if that seems to it a _ desirable 
means of accomplishing a permitted 
end.’® 

[5, 6] This statute is attacked on 
the ground that it imposes undue bur- 
dens on interstate commerce. It is 
said by the court of appeals to have 
been passed in the exercise of the 
state’s police power to avoid friction 
between the races. But this court 
pointed out years ago “that a state 


cannot avoid the operation of this rule 
by simply invoking the convenient 





290, 31 S Ct 275 (Arkansas full crew law 
applied to interstate trains) ; St. Louis, I. M. 
& S. R. Co. v. Arkansas (1916) 240 US 
518, 60 L ed 776, 36 S Ct 443 (Arkansas 
full crew laws applied to switching crews) ; 
Missouri P. R. Co. v. Norwood (1931) 2383 
US 249, 75 L ed 1010, 51 S Ct 458, 30 NCCA 
639 (Arkansas full crew laws applied to 
freight and switching crews). 

17 Statutes or orders dealing with gatety 
of operations: Kansas City S. R. Co. 
Kaw Valley Drainage Dist. (1914) 233 US 
75, 58 L ed 857, 34 S Ct 564 (Order requir- 
ing railroad to remove its bridges over river 
for flood control purposes) ; South Covington 
& C. Street R. Co. v. Covington, 235 US 537, 
59 L ed 350, PURI9I5A 231, 35 S Ct 158, 
LRAI9I5F 792 (Ordinances regulating the 
number of passengers to = S carried in, the 
number of cars to be run and the tempera- 
ture of an interstate street railway car in- 
valid; those requiring rails on front and 
rear platform, ventilation and cleaning valid) ; 
Seaboard “Air Line R. Co. v. Blackwell 
(1917) 244 US 310, 61 L ed 1160, 37 S Ct 
640, LRAI917F 1184 (Georgia Blow Post 
Law requiring train to blow whistle and slow 
down almost to a stop at each grade crossing 
where numerous grade crossings were in- 
volved. Cf. Southern R. Co. v. King (1910) 
217 US 524, 54 L ed 868, 30 S Ct 594, where 
answer held insufficient to permit proof of 
burden of the statute on interstate com- 
merce) ; Southern P. Co. v. Arizona ex rel. 
Sullivan (1945) 325 US 761, 89 L ed 1915, 
59 PUR(NS) 211, 65 S Ct 1515 (Statute lim- 
iting number of cars in freight train to 70 
and passenger cars to 14). 

Statutes or orders requiring local train 
service: Tllinois C. R. Co. v. Illinois ex rel. 
Butler (1896) 163 US 142, 41 L ed 107, 16 
S Ct 1096 (Statute applied to require fast 
mail train to detour from main line in or- 
der to stop at station for the taking on and 
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Sage of passengers); Cleveland, C. C. 
& St. L. R. Co. v. Illinois ex rel. Jett (1900) 
177 US 514, 44 L ed 868, 20 S Ct 722 (Illi- 
nois statute requiring interstate train to stop 
at each station); Mississippi R. Commis- 
sion v. Illinois C. R. Co. (1906) 203 US 
335, 51 L ed 209, 27 S Ct 90 (Order of Com- 
mission requiring interstate train to stop at 
small town); Atlantic Coast Line R. Co. 
v. Wharton (1907) 207 US 328, 52 L ed 
230, 28 S Ct 121 (South Carolina statute and 
Railroad Commission order requiring inter- 
state train to stop at small town); St. Louis 
S. . Co. v. Arkansas (1910) 217 US 
136, 54 L ed 698, 30 S Ct 476, 29 LRA(NS) 
802 (Statute and order = delivery of 
freight cars to local ship Herndon v. 
Chicago, R. I. & P. R. Co. eroi0s 218 US 
135, 54 L ed 970, 30 S Ct 633 (Statute re- 
quiring interstate train to stop at junction 
point); Chicago, B. & Q. R. Co. v. Rail- 
road Commission, 237 US 220, 59 L ed 926, 
PURI9I5C 309, 35 S Ct 560 (Wisconsin 
statute requiring interstate train to stop at 
villages —w 200 or more inhabitants) ; 
ee K. & T. R. Co. v. Texas, 245 US 

62 L ed 419, PURI918B 602, 38 S Ct 
Oe LRAI918C 535 (Order requiring trains 
to start on time and fixing time allowed for 
stops at junctions en route); St. Louis & 
S. F. R. Co. v. Public Service Commission, 
254 US 535, 65 L ed 389, PUR1921B 504, 41 
S Ct 192 (Order requiring through trains to 
detour through a small town); St. Louis-S. 
F. R. Co. v. Public Service Commission, 
US 369, 67 L ed 701, PUR1923C 852, 43 S Ct 
380 (Order requiring that interstate trains be 
stopped at small town). 

18 See Southern P. Co. v. Arizona ex rel. 
Sullivan, supra, 325 US at p 770, 89 L ed 
at p 1925. 

19Compare United States v. Carolene 
Products Co. (1938) 304 TIS 144, 146, 82 L 
ed 1234, 1238, 58 S Ct 778. 
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apologetics of the police power.”* 
Burdens upon commerce are those ac- 
tions of a state which directly “impair 
the usefulness of its facilities for such 
traffic.”"** That impairment, we think, 
may arise from other causes than costs 
or long delays. A burden may arise 
from a state statute which requires in- 
terstate passengers to order their 
movements on the vehicle in accord- 
ance with local rather than national 
requirements. 

On appellant’s journey, this stat- 
ute required that she sit in designated 
seats in Virginia. Changes in seat 
designation might be made “at any 
time” during the journey when “nec- 
essary or proper for the comfort and 
convenience of passengers.” This oc- 
curred in this instance. Upon such 
change of designation, the statute au- 
thorizes the operator of the vehicle to 
require, as he did here, “any passen- 
ger to change his or her seat as it may 
be necessary or proper.”** An inter- 
state passenger must if necessary re- 
peatedly shift seats while moving in 
Virginia to meet the seating require- 
ments of the changing passenger 
group. On arrival at the District of 
Columbia line, the appellant would 


have had freedom to occupy any avail- 
able seat and so to the end of her 
journey. 

Interstate passengers traveling via 
motors between the north and south 
or the east and west may pass through 
Virginia on through lines in the day 
or in the night. The large busses ap- 
proach the comfort of Pullmans and 
have seats convenient for rest. On 
such interstate journeys the enforce- 
ment of the requirements for reseat- 
ing would be disturbing. 

Appellant’s argument, properly we 
think, includes facts bearing on inter- 
state motor transportation beyond 
those immediately involved in this 
journey under the Virginia statutory 
regulations. To appraise the weight 
of the burden of the Virginia statute 
on interstate commerce, related stat- 
utes of other states are important to 
show whether there are cumulative 
effects which may make local regula- 
tion impracticable. Eighteen states, it 
appears, prohibit racial separation on 
public carriers.** Ten require separa- 
tion on motor carriers.™ Of these 
Alabama applies specifically to inter- 
state passengers with an exception for 
interstate passengers with through 





20 Kansas City S Co. v. Kaw Valley 
Drainage Dist. io14y _ US 75, 79, 58 
L ed 857, 859, S Ct 564 

*1Tilinois C. R. Co. v. Illinois ex rel. But- 
ler (1896) 163 US 142, 154, 41 L ed 107, 
111, 16 S Ct 1096. 

22 The Virginia Code of 1942, § 67, defines 
a colored person, for the purpose of the Code, 
as follows: “Every person in whom there 
is ascertainable any Negro blood shall be 
deemed and taken to be a colored person. 

” Provisions for vitai statistics make 
y record of the racial lines — in- 
habitants. Sections 1574 and 5 

23§ 4097bb. 

24Cal Civ Code (Deering) 1941, § 51-54; 
Colo Stat Anno 1935, chap 35, § 1-10; Conn 
Gen Stat (Supp 1933), § 1160b; Til Rev 


Stat 1945, chap 38, § 125-128g; Ind Stat 
(Burns) i933, 8 10-901, 10-902; Iowa Code 


[12] 177 


1939, § 13251, 13252; Kan Gen Stat 1935, 
§ 21 2424; Mass Laws ree yre 1933, chap 
272, § 98, as amended 1934; Mich Stat Anno 
1938, § 28.343, 28.344; Minn Stat (Mason) 
1927, § 7321; Neb Comp Stat 1929, § 23-101; 
NJ Rev Stat 1937, § 10:1-2 to Nee af NY 
Civil Rights Law (McKinne 
Ohio Code (Throckmorton) Bis, 1294 940 
12,942; Pa Stat (Purdon), title 18, § 4654 
to 4655; RI Gen Laws 1938, chap 606, § 28- 
29; Wash Rev Stat (ieminatan) 1932, 8 
2686 (semble) ; Wis Stat 1943, § 340.75. 

25 Ala Code, 1940, title 48, § 268; o* 
Stat 1937 (Pope), § 6921-6927, Acts 1943, 
379; Ga Code 1933, § 68-616; La Gen Stat 
(Dart) 1939, § 5307-5309 ; Miss Code 1942, 
§ 7785; NC Gen Stat 1943, § 62-109; Okla 
Stat Anno 1941, title 47, 201-210; SC Code 
1942, § 8530-1; Tex Penal Code (Vernon), 
1996, Art 1659; Va Code 1942, § 4097z- 
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tickets from states without laws on 
separation of passengers.* The lan- 
guage of the other acts, like this Vir- 
ginia statute before the court of ap- 
peals’ decision in this case, may be 
said to be susceptible to an interpre- 
tation that they do or do not apply 
to interstate passengers. 

In states where separation of races 
is required in motor vehicles, a meth- 
od of identification as white or colored 
must be employed. This may be done 
by definition. Any ascertainable Ne- 
gro blood identifies a person as col- 
ored for purposes of separation in 
some states.” In the other states 
which require the separation of the 
races in motor carriers, apparently no 
definition generally applicable or made 
for the purposes of the statute is giv- 
en. Court definition or further leg- 
islative enactments would be required 
to clarify the line between the races. 
Obviously there may be changes by 
legislation in the definition.” 

The interferences to interstate com- 
merce which arise from state regula- 
tion of racial association on interstate 
vehicles has long been recognized. 
Such regulation hampers freedom of 
choice in selecting accommodations. 
The recent changes in transportation 
brought about by the coming of auto- 


mobiles does not seem of great signifi- 
cance in the problem. People of all 
races travel today more extensively 
than in 1878 when this court first 
passed upon state regulation of racial 
segregation in commerce. The fac- 
tual situation set out in preceding para- 
graphs emphasizes the soundness of 
this court’s early conclusion in Hall 
v. De Cuir (1878) 95 US 485, 24 
L ed 547. 

The De Cuir Case arose under a 
statute of Louisiana interpreted by the 
courts of that state and this court to 
require public carriers “to give all 
persons traveling in that state, upon 
the public conveyances employed in 
such business, equal rights and priv- 
ileges in all parts of the conveyance, 
without distinction or discrimination 
on account of race or color.” 95 US 
at p 487. Damages were awarded 
against Hall, the representative of the 
operator of a Mississippi river steam- 
boat that traversed that river inter- 
state from New Orleans to Vicksburg, 
for excluding in Louisiana the defend- 
ant in error, a colored person, from a 
cabin reserved for whites. This 
court reversed for reasons well stated 
in the words of Mr. Chief Justice 
Waite.” As our previous discussion 
demonstrates, the transportation diff- 





26 Ala Code 1940, title 48, § 268. 

27 Ala Code 1940, title 1, § 2; Ark Stat 
(Pope) 1937, § 1200 (separate coach law) ; 
Ga Code (Michie Supp) 1928, § 2177; Okla 
Const Art 23, § 11; Va Code (Michie) 1942, 

7 


28 Compare Va Code 1887, § 49, providing 
that those who had one-fourth or more Ne- 
gro blood were to be considered colored. 
This was changed in 1910 (Acts 1910, p 581) 
to read one-sixteenth or more. It was again 
changed in 1930 by Acts, 1930, p 97, to its 

resent form, i. e., any ascertainable Negro 

lood. See note 22, supra. 

2995 US at 489, 24 L ed at 548: 

“It was to meet just such_a case that the 
commercial clause in the Constitution was 
adopted. The river Mississippi passes 


64 PUR(NS) 


through or along the borders of ten different 
states, and its tributaries reach many more. 
The commerce upon these waters is immense, 
and its regulation clearly a matter of national 
concern. If each state was at liberty to reg- 
ulate the conduct of carriers while within 
its jurisdiction, the confusion likely to follow 
could not but be productive of great incon- 
venience and unnecessary hardship. Each 
state could provide for its own passengers 
and regulate the transportation of its own 
freight, regardless of the interests of others. 
Nay more, it could prescribe rules by which 
the carrier must be governed within the state 
in respect to passengers and property brought 
from without. On one side of the river or its 
tributaries he might be required to observe 
one set of rules, and on the other another 
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culties arising from a statute that re- 
quires commingling of the races, as 
in the De Cuir Case, are increased by 
one that requires separation, as here.® 
Other Federal ‘courts have looked 
upon racial separation statutes as ap- 
plied to interstate passengers as bur- 
dens upon commerce.™ 

In weighing the factors that enter 
into our conclusion as to whether this 
statute so burdens interstate com- 


merce or so infringes the requirements 
of national uniformity as to be invalid, 
we are mindful of the fact that condi- 
tions vary between northern or west- 
ern states such as Maine or Montana, 
with practically no colored popula- 
tion ; industrial states such as Illinois, 
Ohio, New Jersey, and Pennsylvania 
with a small, although appreciable, 
percentage of colored citizens; and the 
states of the deep south with percent- 





Commerce cannot flourish in the midst of 
such embarrassments. No carrier of passen- 
gers can conduct his business with satisfac- 
tion to himself, or comfort to those employ- 
ing him, if, on one side of a state line, his 
passengers, both white and colored, must be 
permitted to occupy the same cabin, and on 
the other be kept separate. Uniformity in 
the regulations by which he is to be gov- 
erned from one end to the other of his route 
is a necessity in his business, and to secure it 
Congress, which is untrammelled by state 
lines, has been invested with the exclusive leg- 
islative power of determining what such reg- 
ulations shall be. If this statute can be en- 
forced against those engaged in interstate 
commerce, it may be as well against those 
engaged in foreign; and the master of a 
ship clearing from New Orleans for Liver- 
pool, having passengers on board would be 
compelled to carry all, white and colored, in 
the same cabin during his passage down the 
river, or be subject to an action for damages, 
‘exemplary as well as actual,’ by any one 
who felt himself aggrieved because he had 
been excluded on account of his color.” 

See Louisville, N. O. & T. R. Co. v. Mis- 
sissippi (1890) 133 US 587, 590, 591, 33 L 
J 784-786, 10 S Ct 348, 2 Inters Com Rep 

A regulation of the number of passengers 
on interstate streetcars was held invalid in 
South Covington & C. Street R. Co. v. Cov- 
ington, 235 US 537, 547, 59 L ed 350, 354, 
PURI915A 231, 35 S Ct 158, LRAI9I5F 792. 
This court said at pp 547, 548 of 235 US, 
PURI9I5A at p 238: 

“If Covington can regulate these matters, 
certainly Cincinnati can, and interstate busi- 
ness might be impeded by conflicting and 
varying regulations in this respect, with which 
it might be impossible to comply. On one 
side of the river one set of regulations might 
be enforced, and on the other side quite a 
different set, and both seeking to control a 
practically continuous movement of cars. As 
was said in Hall v. De Cuir (1878) 95 US 
485, 489, 24 L ed 547, 548, ‘commerce cannot 
es in the midst of such embarrass- 
ments.’ 


80 South Covington & C. Street R. Co. v. 


Kentucky (1920) 252 US 399, 64 L ed 631, 
40 S Ct 378, relied upon by appellee, does 
not decide to the contrary of the holding in 
Hall v. De Cuir. In that case a carrier cor- 
poration was convicted in the Kentucky courts 
of violation of a state statute that required 
it to furnish cars with separate compart- 
ments for white and colored. It operated 
streetcars interstate over the lines of an- 
other corporation that owned tracks that 
were wholly intrastate. The court of ap- 
peals of Kentucky held the conviction good 
on the ground that the offending act was the 
operation of the intrastate railroad in viola- 
tion of the state statute. It was said that the 
statute did not apply to an interstate passenger. 
South Covington & C. Street R. Co. v. Com- 
monwealth (1919) 181 Ky 449, 454, 205 SW 
603. The court of appeals referred, with con- 
tinual approval, at that point to Chiles v. 
Chesapeake & O. R. Co. (1907) 125 Ky 
299, 304, 101 SW 386, 11 LRA(NS) 268: 
“It is admitted that §§ 795-801 of the Ken- 
tucky Statutes, requiring all railroad com- 
panies to furnish separate coaches for trans- 
portation of white and colored passengers, and 
imposing upon the company and conductors 
a penalty for refusing or failing to carry out 
the provisions of the law, does not apply to 
appellant, who was an interstate passengér ; 
it being conceded that the statute is only op- 
erative within the territorial limits of this 
state, and effective as to passengers who 
travel from one point within the state to an- 
other place within its border.” This court 
accepted this application of the state statute 
and said it “is not a regulation of interstate 
commerce.” 252 US at p 403, 64 L ed at p 
634. Probably what was meant by the opin- 
ions was that under the Kentucky act the 
company with wholly intrastate mileage must 
operate cars with separate compartments for 
intrastate passengers. 

81 Anderson v. Louisville & N. R. Co. 
(1894) 62 Fed 46, 48, 4 Inters Com Rep 
764; Washington, B. & A. Electric R. Co. v. 
Waller (1923) 53 App DC 200, 289 Fed 598, 
30 ALR 50. See also Hart v. State (1905) 
100 Md 595, 60 Atl 457; Carrey v. Spencer 
(1895) 72 NYSR 108, 36 NYS 886. 
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ages of from 25 to nearly 50 per cent 
colored, all with varying densities of 
the white and colored race in certain 
localities. Local efforts to promote 
amicable relations in difficult areas by 
legislative segregation in interstate 
transportation emerge from the latter 
racial distribution. As no state law 
can reach beyond its own border nor 
bar transportation of passengers 
across its boundaries, diverse seating 
requirements for the races in inter- 
state journeys result. As there is no 
Federal act dealing with the separa- 
tion of races in interstate transporta- 
tion, we must decide the validity of 
this Virginia statute on the challenge 
that it interferes with commerce, as 
a matter of balance between the exer- 
cise of the local police power and the 
need for national uniformity in the 
regulations for interstate travel. It 
seems clear to us that seating arrange- 
ments for the different races in in- 
terstate motor travel require a single, 
uniform rule to promote and protect 
national travel. Consequently, we 
hold the Virginia statute in contro- 
versy invalid. 
Reversed. 


Mr. Justice Rutledge concurs in the 
result. 


Mr. Justice Jackson took no part 
in the consideration or decision of this 
case. 


Mr. Justice Brack concurring: 
The Commerce Clause of the Consti- 
tution provides that “Congress shall 
have power to regulate com- 


merce . . among the several 
states.” I have believed, and still be- 
lieve that this provision means that 
Congress can regulate commerce and 
that the courts cannot. But in a se. 
ries of cases decided in recent years 
this court over my protest has held 
that the Commerce Clause justifies 
this court in nullifying state legisla- 
tion which this court concludes im- 
poses an “undue burden” on interstate 
commerce. I think that whether 
state legislation imposes an “undue 
burden” on interstate commerce raises 
pure questions of policy, which the 
Constitution intended should be re- 
solved by the Congress. 

Very recently a majority of this 
court reasserted its power to invali- 
date state laws on the ground that 
such legislation put an undue burden 
on commerce. Nippert v. Richmond 
(1946) — US —, 90 L ed —, 6 
S Ct 586, 162 ALR 844; Southern 
P. Co. v. Arizona ex rel. Sullivan 
(1945) 325 US 761, 89 L ed 1915, 
59 PUR(NS) 211, 65 S Ct 1515. 
I thought then, and still believe, that 
in these cases the court was assuming 
the role of a “super-legislature” in 
determining matters of governmental 
policy. 325 US at p 787. 

But the court, at least for the pres- 
ent, seems committed to this interpre- 
tation of the Conimerce Clause. In 
the Southern P. Co. Case, the court, 
as I understand its opinion, found an 
“undue burden” because a state’s re- 
quirement for shorter trains increased 
the cost of railroad operations and 
thereby delayed interstate commerce 





1Nippert v. Richmond (1946) — US —, 
90 L ed —, 66 S Ct 586, 162 ALR 844; 
Southern P. Co. v. Arizona ex rel. Sullivan 
(1945) 325 US 761, 89 L ed 1915, 59 PUR 
(NS) 211, 65 S Ct 1515; McCarroll v. Dixie 
Greyhound Lines (1940) 309 US 176, 84 L ed 
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683, 60 S Ct 504; Gwin, White & Prince v. 
Henneford (1939) 305 US 434, 83 L ed 272, 
59 S Ct 325 ifs D. Adams Mfg. Co. v. Storen 
(1938) 304 US 307, 82 L ed 1365, 58 S Ct 
913, 117 ALR 429. 
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and impaired its efficiency. In the 
Nippert Case a small tax imposed on 
a sales solicitor employed by concerns 
located outside of Virginia was found 
to be an “undue burden” even though 
a solicitor for Virginia concerns en- 
gaged in the same business would 
have been required to pay the same 
tax. 

So long as the court remains com- 
mitted to the “undue burden on com- 
merce formula,” I must make deci- 
sions under it. The “burden on com- 
merce” imposed by the Virginia law 
here under consideration seems to me 
to be of a far more serious nature than 
those of the Nippert or Southern P. 
Co. Cases. The Southern P. Co. 
opinion, moreover, relied in part on 
the rule announced in Hall v. De Cuir 
(1878) 95 US 485, 24 L ed 547, 
548, which case held that the Com- 


merce Clause prohibits a state from 
passing laws which require that “on 


one side of a state line pas- 
sengers, both white and colored, must 
be permitted to occupy the same cabin, 
and on the other be kept separate.” 
The court further said that “uniformi- 
ty in the regulations by which 

[a carrier] is to be governed 
from one end to the other of his route 
is a necessity in his business” and that 
it was the responsibility of Congress, 
not the states, to determine “what 
such regulations shall be.” The “un- 
due burden on commerce formula” 
consequently requires the majority’s 
decision. In view of the court’s pres- 
ent disposition to apply that formula, 
I acquiesce. 


Mr. Justice FRANKFURTER, concur- 
ting: My brother Burton has stated 
with great force reasons for not in- 
validating the Virginia statute. But 
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for me Hall v. De Cuir (1878) 95 
US 485, 24 L ed 547, is controlling. 
Since it was decided nearly seventy 
years ago, that case on several occa- 
sions has been approvingly cited and 
has never been questioned. Chiefly 
for this reason I concur in the opin- 
ion of the court. 


The imposition upon national sys- 
tems of transportation of a crazy- 
quilt of state laws would operate to 
burden commerce unreasonably, 
whether such contradictory and con- 
fusing state laws concern racial com- 
mingling or racial segregation. This 
does not imply the necessity for a na- 
tionally uniform regulation of ar- 
rangements for passengers on inter- 
state carriers. Unlike other powers 
of Congress (see Art 1, § 8, cl 1, con- 
cerning “Duties, Imposts and Ex- 
cises”; Art 1, § 8, cl 4, concerning 
“Naturalization”; Art 1, § 8, dl 4, 
concerning “Bankruptcies” ), the pow- 
er to regulate commerce does not re- 
quire geographic uniformity. Con- 
gress may devise a national policy 
with due regard to varying interests 
of different regions. E. g., [March 1, 
1913] 37 Stat 699, chap 90, 27 
USCA § 122, 6A FCA title 27, § 
122; Clark Distilling Co. v. Western 
Maryland R. Co. (1917) 242 US 
311, 61 L ed 326, 37 S Ct 180, LRA 
1917B 1218, Ann Cas 1917B 845; 
[January 19, 1929] 45 Stat 1084, 
chap 79, 49 USCA § 60, 10A FCA 
title 49, § 60; Whitfield v. Ohio 
(1936) 297 US 431, 80 L ed 778, 56 
S Ct 532. The states cannot impose 
diversity of treatment when such di- 
verse treatment would result in un- 
reasonable burdens on commerce. 
But Congress may effectively exercise 
its power under the Commerce Clause 
64 PUR(NS) 
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without the necessity of a blanket rule 
for the country. 


Mr. Justice Burton, dissenting: 
On the application of the interstate 
commerce clause of the Federal Con- 
stitution to this case, I find myself 
obliged to differ from the majority 
of the court. I would sustain the Vir- 
ginia statute against that clause. The 
issue is neither the desirability of the 
statute nor the constitutionality of ra- 
cial segregation as such. The opin- 
ion of the court does not claim that 
the Virginia statute, regulating seat- 
ing arrangements for interstate pas- 
sengers in motor vehicles, violates the 
Fourteenth Amendment or is in con- 
flict with a Federal statute. The 
court holds this statute unconstitu- 
tional for but one reason. It holds 
that the burden imposed by the stat- 
ute upon the nation’s interest in inter- 
state commerce so greatly outweighs 
the contribution made by the statute 
to the state’s interest in its public wel- 
fare as to make it unconstitutional. 

The undue burden upon interstate 
commerce thus relied upon by the 
court is not complained of by the Fed- 
eral government, by any state, or by 
any carrier. This statute has been 
in effect since 1930. The carrier con- 
cerned is operating under regulations 
of its own which conform to the stat- 
ute. The statute conforms to the 
policy adopted by Virginia as to 
steamboats (1900), electric or street- 
cars and railroads (1902-1904).? 
Its validity has been unanimously up- 
held by the supreme court of appeals 
of Virginia. The argument relied 
upon by the majority of this court to 





1 Steamboats: Acts of 1900, p 340; electric 
or street cars: Acts of 1902-1904, p 990; rail- 
roads: Acts of 1902-1904, p 987. Va -Code 
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establish the undue burden of this 
statute on interstate commerce is the 
lack of uniformity between its provi- 
sions and those of the laws of other 
states on the subject of the racial sep- 
aration of interstate passengers on 
motor vehicles. 

If the mere diversity between the 
Virginia statute and comparable stat- 
utes of other states is so serious as to 
render the Virginia statute invalid, it 
probably means that the comparable 
statutes of those other states, being 
diverse from it and from each other, 
are equally invalid. This is especial- 
ly true under that assumption of the 
majority which disregards sectional 
interstate travel between neighboring 
states having similar laws, to hold 
“that seating arrangements for the 
different races in interstate motor 
travel require a single, uniform rule 
to protect national travel.” (Italics 
supplied.) | More specifically, the 
opinion of the court indicates that the 
laws of the 10 contiguous states of 
Virginia, North Carolina, South 
Carolina, Georgia, Alabama, Missis- 
sippi, Louisiana, Arkansas, Texas and 
Oklahoma require racial separation of 
passengers on motor carriers while 
those of 18 other states prohibit racial 
separation of passengers on public car- 
riers. On the precedent of this case, 
the laws of the 10 states requiring ra- 
cial separation apparently can be in- 
validated because of their sharp di- 
versity from the laws in the rest of the 
Union, or, in a lesser degree, because 
of their diversity from one another. 
Such invalidation, on the ground of 
ack of nation-wide uniformity, may 

d to questioning the validity of the 


o 1942, §§ 4022-4025; 3978-3983; 3962 
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laws of the 18 states now prohibiting 
racial separation of passengers, for 
those laws likewise differ sharply from 
laws on the same subject in other 
parts of the Union and, in a lesser de- 
gree, from one another. In the ab- 
sence of Federal law, this may elimi- 
nate state regulation of racial separa- 
tion in the seating of interstate pas- 
sengers on motor vehicles and leave 
the regulation of the subject to the 
respective carriers. 

The present decision will lead to 
the questioning of the validity of stat- 
utory regulation of the seating of in- 
trastate passengers in the same mo- 
tor vehicles with interstate passengers. 
The decision may also result in in- 
creased lack of uniformity between 
regulations as to seating arrange- 
ments on motor vehicles limited to in- 
trastate passengers in a given state 
and those on motor vehicles engaged 
in interstate business in the same state 
or on connecting routes. 

The basic weakness in the appel- 
lant’s case is the lack of facts and find- 
ings essential to demonstrate the ex- 
istence of such a serious and major 
burden upon the national interest in 
interstate commerce as to outweigh 
whatever state or local benefits are 
attributable to the statute and which 
would be lost by its invalidation. The 
court recognizes that it serves as “the 
final arbiter of the competing demands 
of state and national interests’* and 
that it must fairly determine, in the 
absence of Congressional action, 
whether the state statute actually im- 
poses such an undue burden upon in- 
terstate commerce as to invalidate 


that statute. In weighing these com- 
peting demands, if this court is to jus- 
tify the invalidation of this statute, it 
must, first of all, be satisfied that the 
many years of experience of the state 
and the carrier that are reflected in 
this state law should be set aside. It 
represents the tested public policy of 
Virginia regularly enacted, long main- 
tained and currently observed. The 
officially declared state interests, even 
when affecting interstate commerce, 
should not be laid aside summarily by 
this court in the absence of Congres- 
sional action. It is only Congress 
that can supply affirmative national 
uniformity of action. 

In Southern P. Co. v. Arizona ex 
rel. Sullivan (1945) 325 US 761, 
768-770, 89 L ed 1915, 1924, 1925, 
59 PUR(NS) 211, 216-218, 65 S Ct 
1515, this court speaking through the 
late Chief Justice said: 

“In the application of these prin- 
ciples some enactments may be found 
to be plainly within and others plainly 
without state power. But between 
these extremes lies the infinite variety 
of cases, in which regulation of local 
matters may also operate as a regula- 
tion of commerce, in which reconcili- 
ation of the conflicting claims of state 
and national power is to be attained 
only by some appraisal and accommo- 
dation of the competing demands of 
the state and national interests in- 
volved.® 


“But in general Congress has left 
it to the courts to formulate the rules 
thus interpreting the commerce clause 
in its application, doubtless because 





_*Southern P. Co. v. Arizona ex rel. Sul- 
livan (1945) 325 US 761, 769, 89 L ed 1915, 
1924, 59 PUR(NS) 211, 65 S Ct 1515. 


8See Parker v. Brown (1943) 317 US 
341, 362, 87 L ed 315, 332, 63 S Ct 307; Di 
Santo v. Pennsylvania (1927) 273 US 34, 
44, 71 L ed 524, 530, 47 S Ct 267. 
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it has appreciated the destructive con- 
sequences to the commerce of the na- 
tion if their [i.e. the courts’] protec- 
tion were withdrawn, and 
has been aware that in their applica- 
tion state laws will not be invalidated 
without the support of relevant factual 
material which will ‘afford a sure ba- 
sis’ for an informed judgment.* . 
Meanwhile, Congress has accommo- 
dated its legislation, as have the 
states, to these rules as an established 
feature of our constitutional system. 
There has thus been left to the states 
wide scope for the regulation of mat- 
ters of local state concern, even though 
it in some measure affects the com- 
merce, provided it does not materially 
restrict the free flow of commerce 
across state lines, or interfere with it 
in matters with respect to which uni- 
formity of regulation is of predomi- 
nant national concern.” (Italics sup- 
plied.) 

The above-quoted requirement of a 
factual establishment of “a sure basis” 
for an informed judgment by this 
court calls for a firm and demonstrable 
basis of action on the part of this 
court. In the record of this case there 
are no findings of fact that demon- 
strate adequately the excessiveness of 
the burden, if any, which the Virginia 
statute has imposed upon interstate 
commerce, during the many years 
since its enactment, in comparison 


with the resulting effect in Virginia 
of the invalidation of this statute! 
The court relies largely upon the re. 
cital of a nation-wide diversity among 
state statutes on this subject without 
a demonstration of the factual situa- 
tion in those states, and especially in 
Virginia. The court therefore is not 
able in this case to make that neces- 
sary “appraisal and accommodation 
of the competing demands of the state 
and national interests involved” which 
should be the foundation for passing 
upon the validity of a state statute of 
long standing and of important local 
significance in the exercise of the 
state police power. 

The court makes its own further 
assumption that the question of racial 
separation of interstate passengers in 
motor vehicle carriers requires nation- 
al uniformity of treatment rather than 
diversity of treatment at this time. 
The inaction of Congress is an im- 
portant indication that, in the opinion 
of Congress, this issue is better met 
without nationally uniform affirma- 
tive regulation than with it. Legisla- 
tion raising the issue long has been, 
and is now, pending before Congress 
but has not reached the floor of either 
House.* The fact that 18 states have 
prohibited in some degree racial sep- 
aration in public carriers is important 
progress in the direction of uniformi- 
ty. The fact, however, that 10 con- 





4 Terminal R. Asso. v. Brotherhood of Rail- 
road Trainmen (1943) 318 US 1, 8, 87 L ed 
571, 577, 47 PUR(NS) 500, 63 S Ct 420. 

5 Hall v. De Cuir (1878) 95 US 485, 24 
L ed 547, does not require the conclusion 
reached by the court in this case. The 
Louisiana statute in the De Cuir Case could 
have been invalidated, at that time and place, 
as an undue burden on interstate commerce 
under the rules clearly stated by Chief Jus- 
tice Stone in Southern P. Co. v. Arizona ex 
rel. Sullivan, supra, and as applied in this 
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dissenting opinion. If the De Cuir Case is 
followed without weighing the surrounding 
facts it would invalidate today statutes in 
New England states prohibiting racial sep- 
aration in seating arrangements on carriers, 
which would not be invalidated umder the 
doctrine stated in the Arizona Case. 

€See HR 8821, 75th Cong 3d Sess 83 
Cong. Rec 74; HR 182, 76th te Ist Sess 
84 ong Rec 27 : HR 112, 77th Cong Ist 


Sess 87 Cong Rec 13 
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a requirement of a single uniform na- 
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dation fq against the validity of the assumption ernments. Uniformity of treatment 
e state | by this court that there exists today is appropriate where a substantial uni- 
which formity of conditions exists. 
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Tener W. Nielsen ant; Lawrence W. Young, for defend- 
ant Kerman Telephone Company; 
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James G. Marshall, for defendant, 
The Pacific Telephone and Telegraph 
Company; Frank V. Rhodes, for 
California Independent Telephone 


Association, Sanger Telephone Com- 
pany, Kerman Telephone Company, 
Raymond Telephone Company, and 
San Joaquin Associated Telephone 
Company; Richard D. Crowe, for 
Dos Palos Telephone Company. 


By the Commission: In this com- 
plaint William Michel, with other 
residents in the northeastern section 
of the Kerman exchange, Fresno 
county, request that the Commission 
order the enlargement of the Fresno 
exchange area of The Pacific Tele- 
phone and Telegraph Company to in- 
clude therein a portion of the Kerman 
exchange area of Kerman Telephone 
Company. Both of these defendants 
object to any alteration of the exist- 
ing boundary between the two ex- 
changes. 

A public hearing in this proceeding 
was held before examiner Wessells at 
Kerman on October 17, 1945. That 
hearing was well attended by residents 
and telephone users interested in this 
proceeding. The matter was submit- 
ted on briefs. 

Kerman Telephone Company owns 
and operates a telephone system serv- 
ing the unincorporated territory in 
Fresno county known as the Kerman- 
Biola Vinland Tract, including the 
towns of Kerman and Biola. This 
company operates one exchange 
only, the Kerman exchange, which 
contains about 128 square miles of 
territory, includes 130 miles of pole 
line and 374 stations. Continuous 
24-hour service is provided under 
magneto manual operation. 

The territory in Kerman exchange 
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within which the complainants desire 
Pacific Company to furnish service js 
set forth in Exhibit 1 and may be 
termed “disputed area.” This area 
is primarily agricultural in character, 
It includes approximately 14 square 
miles of territory lying generally east 
of Kerman and Biola and approxi- 
mately 11 miles west of downtown 
Fresno. It is approximately 1 of 
the total area served by Kerman Com- 
pany and it contains over 200 homes, 
includes 9 miles of telephone pole line, 
and 14 telephone stations. 

Fresno exchange is owned and op- 
erated by the Pacific Company. That 
exchange serves in excess of 33,000 
stations in an area of approximately 
321 square miles, including downtown 
Fresno and adjacent territory within 
Fresno and Madera counties. Con- 
tinuous 24-hour service is provided 
under dial operation. 

The question of the rights of Ker- 
man Company and Pacific Company 
to furnish service within the disputed 
area has been before the Commission 
several times. On April 29, 1922, 
Kerman Company filed its Applica- 
tion No. 7807 for a certificate cover- 
ing the extension -of its service into 
the town of Biola and adjacent ter- 
ritory which includes the disputed 
area. It appears that Kerman Com- 
pany occupied the territory as early 
as 1915 and that in 1919 Pacific Com- 
pany purchased the farmers’ portion 
of a line which had been constructed 
about 1911, connected to Fresno and 
served some subscribers in the dis- 
puted area and elsewhere in and 
around Biola. - 

At the hearing in the 1922 proceed- 
ing, it was indicated seventy-nine 
business firms and residents of Biola, 
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and vicinity desired Pacific Company 
grvice furnished from a local ex- 
change. Kerman Company’s applica- 
tion was denied, the Commission or- 
dering Kerman Company not to 
discontinue its service within the ter- 
ritory until authorized so to do by 
supplemental order and expressing its 
opinion that Pacific Company should 
establish a separate exchange at Biola. 
(Decision No. 10905, PUR1923A 
413.) That decision was affirmed on 
rhearing. (Decision No. 11308, 
dated December 5, 1922.) 

Owing to the fact the boundary 
lines proposed for the Biola exchange 
to be established by Pacific Company 
were not satisfactory to residents of 
the territory and adjacent areas, 126 
of them signed a petition requesting 
that the matter be reopened. On 
March 19, 1923, Kerman Company 
presented that petition to the Com- 
mission and renewed its request for a 
certificate covering the extension of 
its service into Biola and adjacent 
territory. (Application No. 8813.) 


By Decision No. 12398, dated July 
27, 1923, Kerman Company was 
issued a certificate as applied for, and 
the boundary between Kerman and 
Fresno exchanges was fixed at 500 
feet west of Dickerson avenue, the 
present boundary. Pacific Company 
was authorized to discontinue its serv- 
ice west of that boundary line and 
Kerman Company was authorized to 
discontinue its service east of that. line. 
That decision indicates that at the 
hearing held in Kerman on May 9, 
1923, numerous witnesses expressed 
the same desire to have the entire 
Kerman and Biola district served 
from one exchange and Pacific Com- 
pany stated its agreement to establish- 
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ing Dickerson avenue as the boundary 
between the services of the two com- 
panies. 

On September 2, 1924, J. J. Becker 
applied to the Commission for a 
change in the boundary line between 
the Fresno and Kerman exchanges. 
(Application No. 10443.) A petition 
containing the signatures of 101 per- 
sons desiring the service of Pacific 
Company was presented. The Com- 
mission, by Decision No. 14235, dat- 
ed November 3, 1924, refused to grant 
the petition. 

The Kerman-Fresno exchange 
boundary has remained unchanged 
from 1924 up to the present time. On 
May 1, 1945, the Commission re- 
ceived a petition in which 166 resi- 
dents in the disputed area requested 
the inclusion of the territory in Fresno 
exchange and 109 residents requested 
service from the Pacific Company. 
That petition was followed several 
months later by the formal complaint 
in this proceeding. 

Testimony was given on behalf of 
the complainants by three subscribers 
to Kerman service and by five others 
who were not subscribers. The testi- 
mony of A. E. Sciacqua, who resides 
in the disputed area, shows that he 
took a leading part in circulating 
several petitions introduced at the 
hearing as Exhibits 2, 3, and 4. He 
stated he had never been a subscriber 
to Kerman Company service and that 
his primary business was with Fresno 
and not with Kerman. He, together 
with four other non-subscribers and 
three Kerman Company subscribers, 
testified concerning unsatisfactory 
telephone service furnished by Ker- 
man Company involving primarily 
slow answer by the operator and noisy 
64 PUR(NS) 
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lines. It was stipulated that sixty-six 
residents of the disputed area who 
signed the petitions referred to above 
would testify substantially the same as 
A. E. Sciacqua. 

Opposed to the requested transfer 
of territory, two Kerman subscribers 
in the disputed area testified that they 
desired to continue Kerman service. 
These two witnesses, together with 
six additional subscribers to Kerman 
Company service, stated that their 
telephone service was satisfactory. 
The president of the Kerman Cham- 
ber of Commerce and the editor of the 
Kerman News, the local newspaper, 
expressed the view that the removal 
of the disputed area from the Kerman 
exchange would be injurious to the 
town of Kerman as well as to the 
surrounding territory. Mr. Voorhees, 
a businessman of Biola, stated that the 
transfer of territory would jeopardize 
the business of Biola and its expan- 
sion. 

Thomas A. Dawson, president and 
manager of Kerman Company, gave 
testimony concerning the general 
service conditions at Kerman and 
listed the service improvements which 
he had made subsequent to the date 
he had acquired stock ownership of 
Kerman Company. He outlined a 
program for further improvements to 
be made, particularly for Biola and 
adjacent territory, including the dis- 
puted area. He stated that he had 
made 29 new telephone installations 
and replaced 12, resulting in the re- 
placement of 45 poles and 22,000 feet 
of drop wire and the construction of 
five miles of pole line. He has 59 
orders for service which must be held 


awaiting availability of materials, 
Dawson testified that a dial switch- 
ing unit costing approximately $4,000 
has been ordered for installation at 
Biola and that he plans to establish 
a base rate area at Biola as part of 
Kerman Company’s service improve- 
ment program. He stated the entire 
program involves an expenditure of 
approximately $10,000. 

Telephone service is available in 
the disputed area from the Kerman 
exchange at local exchange rates and 
from the Fresno exchange on a for- 
eign exchange basis.’ Toll telephone 
and telegraph services also are avail- 
able between the Kerman exchange, 
including the disputed area, and the 
Fresno exchange as well as other toll 
telephone and telegraph points in 
California and elsewhere. 

Testimony was presented as to the 
rates which would apply for service 
if the territory were transferred to the 
Frenso exchange. Individual, 2- and 
4-party line grades of service are fur- 
nished in the base rate area of the 
Kerman exchange at a rate level low- 
er than that effective in the base rate 
area of the Fresno exchange. Sub- 
urban 10-party line service is fur- 
nished outside the base rate areas 
without mileage charges. For the 
higher grades of service furnished 
outside the Kerman and the Fresno 
base rate areas, airline mileage 
charges are added to the base rates 
as follows: Individual line, each 
quarter mile or fraction, 50 cents; 2- 
party line, 35 cents; and 4-party line 
service, 25 cents per quarter mile per 
month. As the airline distance from 
the Kerman base rate area boundary 





1 Rates for Fresno residence suburban for- 
eign exchange service were filed by Kerman 
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Company on August 21, 1945, and became ef- 


fective on September 21, 1945. 
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to the disputed area generally is much 
less than the distance from the Fresno 
base rate area boundary to the dis- 
puted area, it follows that the mile- 
age charges added to Kerman base 
rates would be considerably less than 
sich charges added to Fresno base 
rates. 

Foreign exchange Fresno residence 
{0-party service recently has been of- 
fered jointly by the two utilities to 
residents of the disputed area as well 
as to others within the Kerman ex- 
change. One subcribing to this type 
of service would be connected directly 
to the Fresno exchange, receive a 
Fresno number, and be able to call a 
Fresno subscriber without the pay- 
ment of a toll charge. However, such 
a foreign exchange subscriber would 
pay a toll charge if he called a number 
in the Kerman exchange, just as other 
Fresno subscribers now have to pay 
such toll charges under present rates. 
The charge for foreign exchange 
Fresno residence 10-party wall set 
service is the Fresno residence 10- 


party exchange rate of $3 a month, 
plus mileage inside the Kerman ex- 
change at a rate of 25 cents a quarter 
mile for the first 2 quarter miles, and 
50 cents for each additional quarter 
mile. Accordingly, the rate for this 
foreign exchange service in the dis- 
puted area would vary from $3.25 to 
$6.50 a month, depending upon the 
distance a subscriber’s premises were 
removed from the common exchange 
boundary. 

Toll rates applicable to Fresno calls 
made by a Kerman subscriber who 
does not desire the above-described 
foreign exchange service are as fol- 
lows: Station-to-station 15 cents for 
the first five minutes and 5 cents for 
each additional two minutes; and per- 
son-to-person, 20 cents for the first 
three minutes and 5 cents for each 
additional minute. 

An illustration of the effect on sub- 
scribers’ charges at approximately the 
midpoint of the disputed area under 
the requested Fresno service is set 
forth in the tabulation: following: 


Exchange Service Charges Per Month With a Wall 
Set Station Applicable at Approximately the Mid- 


point of the Disputed Area * 
Under Fresno Rates 


Class and Grade Under Present If Territory Were Amount Fresno 
of Service Kerman Rates Transferred Exceeds Kerman 
Business Service 
Meliciinl TA oni cscectacagontes oe $13.25 $21.50 $8.25 
TUS-$OS UE ikdcuwesscvewetesioes 9.60 15.95 6.35 
Fel Garle ie se covksestacncs scons 5.25# ** ** 
Suburban 10-party line ..........00. 2.25 3.50 1.25 
Residence Service 
Inlividunl GRR iincviecs 4issdtvcsnses 12.75 19.00 6.25 
TU0-9ar tT \asnebc tech osssesdtae 9.35 13.70 4.35 
Pomt-oarte Se .csocsaskcscpscsdese 7.00 10.00 3.00 
Suburban 10-party line .........00- ‘ 2.00 3.00 1.00 





* Intersection of Dakota and Jameson avenues. 
** Business 4-party line service is not offered in Fresno. 


# Biola special rate plus mileage. 


result in higher monthly charges for 





From the above comparison, it is 
clear that the transfer of the disput- 
td area to Fresno exchange would 


service furnished at approximately 
the midpoint of the area ranging from 
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$1 to $8.25. A difference:in monthly 
charge of $1, for example, would per- 
mit a Kerman subscriber to place 64 
5-minute station-to-station toll calls 
a month to Fresno. Similarly, a dit- 
ferential of $8.25 would permit a 
Kerman subscriber to place 55 toll 
calls to Fresno a month. If the re- 
quested transfer of the disputed area 
were made, subscribers in the area 
would have their toll charges to 
Fresno numbers eliminated, but they 
would pay higher exchange monthly 
charges and they would also pay toll 
charges on calls placed to Kerman 
numbers. 

An analysis made of the actual toll 
usage to Fresno of twelve subscribers 
in the disputed area for the 30-day 
period, June 21 to July 20, 1945, in- 
dicates the following results: Three 
subscribers placed no calls to Fresno, 
two subscribers placed 3 calls each, 
one subscriber placed 9 calls, another 
placed 10, two placed 18 calls each, 
another placed 19 calls, while the re- 
maining two subscribers placed 30 
and 48 calls, respectively, to Fres- 
no. 


In establishing the limits of a given 
telephone exchange area, the Commis- 
sion has always endeavored to so fix 
the boundaries as to best serve the 
majority of those using telephone 


service. However, it is inevitable 
that either at the time exchange areas 
are established or thereafter as popula- 
tion changes take place, some sub- 
scribers within the area would better 
.be served were they afforded direct 
connections with a neighboring ex- 
change. To meet such a need by par- 
ticular telephone users, foreign ex- 
change service has been made avail- 
able. The Commission has not looked 
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favorably upon the reéstablishment of 
exchange boundaries unless it ap- 
peared that by this means only could 
satisfactory. service be afforded the 
greatest number of subscribers at rea- 
sonable cost. When the issue raised in- 
volves a proposed readjustment of 
the established service areas of two 
separate telephone corporations, the 
Commission may not properly direct 
one or the other company, without its 
consent, to cease furnishing telephone 
service within a given area unless the 
legal authority for such action clearly 
appears. 

Upon the record made in the in- 
stant complaint, the Commission can- 
not conclude that an order, directing 
a part of the Kerman exchange be 
added to the Fresno exchange of the 
Pacific Company, would really afford 
a more satisfactory telephone service 
to the majority of the subscribers of 
the Kerman Company. The evidence 
presented by the complainants related 
to a considerable extent to their dis- 
satisfaction with the quality of the 
service now supplied by this company. 
However, the evidence does not reveal 
that the Kerman Company cannot 
provide reasonably adequate facilities 
to supply satisfactory service at rea- 
sonable rates, to the majority of the 
residents within the disputed area. 
To grant the request of the plaintiffs 
at this time would in fact not be of 
material aid to them in obtaining tele- 
phone service for the reason that there 
would be indefinite delay on the part 
of the Pacific Company to make the 
requisite installations. Although 
there would also be some delay on 
the part of the Kerman Company in 
carrying to completion its program of 
improving service, the Commission 
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yil expect this company to proceed 
3 rapidly as possible to make such 
danges as are necessary to provide 


adequate telephone service and to fur- 
nish the Commission periodic reports 
of its progress. 





WASHINGTON DEPARTMENT OF TRANSPORTATION 


Re Carl Meyers 


Order M. V. No. 44386, Hearing No. 3769 
April 29, 1946 


PPLICATION for authority to conduct interstate motor car- 
l \ rier service over state highways; granted. 


Interstate commerce, § 52 — State powers — Interstate motor carrier operation. 
The state Commission may not deny a permit to use the state highways, 
for interstate commerce, to a person who has received a certificate from the 
Interstate Commerce Commission and whose equipment and drivers meas- 
ure up to the safety standards of the state and conform to its laws relative 
to equipment on the highways, on the ground that the applicant has been 
violating state laws relative to operating without a permit. 


* 


By the DEPARTMENT: This matter 
cme on regularly for hearing at 
Longview, Washington, on February 
14, 1946, pursuant to notice duly 
given, before Wallace G. Mills, exam- 
iner; E. E. Stoddard, reporter. 

The parties were represented as fol- 
lows : 

Applicant: Carl Meyers, by Wil- 
liam B. Adams, Attorney, Portland. 

Protestants: No appearance. 


History of Proceeding 


By application filed October 20, 
1945, Carl Meyers of Portland, Ore- 
gon, sought a permit to operate as a 
common carrier by motor vehicle in 
dump truck operations in intrastate 
commerce in Clark, Cowlitz, and 
Skamania counties, and for interstate 
authority as a carrier of road building 
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materials between points and places in 
Clatsop, Columbia, Washington, Mult- 
nomah, Hood River, Wasco, Sher- 
man, Morrow, Gilliam, and Umatilla 
counties, Oregon, and Pacific, Clark, 
Wahkiakum, Klickitat, Benton, and 
Walla Walla counties, Washing- 
ton. 

The application was referred to 
Wallace G. Mills, Examiner, for hear- 
ing, and the hearing was held as above 
stated. Immediately prior to the hear- 
ing applicant moved to amend his ap- 
plication by striking therefrom that 
portion of the application in which he 
seeks to engage in intrastate service in 
the state of Washington. The matter 
was heard, therefore, only on his ap- 
plication for a permit to operate over 
the highways of the state of Washing- 
ton in interstate commerce. 
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Findings of Fact 

By uncontradicted evidence appli- 
cant showed that he had received a 
certificate of convenience and necessity 
from the Interstate Commerce Com- 
mission for the same authority sought 
herein by his amended application. 
He further showed by uncontradicted 
testimony that the equipment which 
he owns and which he will use over 
the highways of the state of Washing- 
ton, is in good condition and not of 
such weight or size as to damage the 
highways of this state. He further 
showed by uncontradicted testimony 
that his drivers are experienced and 
qualified drivers holding all necessary 
permits and licenses entitling them to 
operate vehicles over the highways of 
this state. Evidence was adduced by 
the Department over the objection of 
applicant as to its relevancy that ap- 


plicant had on numerous occasions 
violated the laws of the state of Wash- 
ington in that he had operated over 
the highways without having received 
a permit from the department so to do. 


Conclusions 


Based upon the foregoing findings 
of fact, there is only one question to be 
decided, which is a question of law, 
namely, may a state Commission or 


Department refuse to grant a permit 
to use the highways of the state for in- 
terstate commerce to a person who has 
received a certificate from the Inter- 
state Commerce Commission, and 
whose equipment and drivers measure 
up to the safety standards of the state 
and conform to its laws relative to 
equipment on the highways, on the 
ground that the person so seeking a 
permit has been in violation of state 
laws relative to operating without a 
permit. We have been able to find 
only one case directly bearing on this 
question. The United States District 
Court of the Western District of Mis- 
souri, Central Division, in the case of 
Atlantic-Pacific Stages v. Stahl, PUR 
1930B 411, 36 F2d 260, states the 
rule to be that the police power of a 
state in a case of this kind extends only 
to safeguarding the highways of the 
state, and persons using these high- 
ways. The court specifically held that 
a state Commission could not deny a 
permit to engage in interstate com- 
merce to one who had already received 
a certificate from the Interstate Com- 
merce Commission on the grounds 
that the applicant had been, and was, 
in violation of the laws of the state in 
respect to operating without a permit 
from the state. 
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A digest of information 


notices of c 


$18,445,740 Program Proposed 
By Consumers Power 


ONSUMERS Power CoMPANY estimates that 
C it will spend approximately $18,445,740 on 
construction during 1946. Of this amount, $10,- 
857,640 will be used by the electric depart- 
ment, and $5,308,100 by the gas department. 
The remainder will be used by the heating and 
water departments, and for miscellaneous proj- 
ects, such as the purchase of automobiles, 
trucks, automotive equipment, office equipment, 
and additions to office and service buildings. 

The electric department has many of its proj- 
ects under way, including line extensions for 
new rural and urban customers which will 
account for $4,480,000. Also in progress now is 
the installation of facilities providing for in- 
creased power supply at Alma, Carson City, 
Jackson, Adrian, Hillsdale, Battle Creek, Men- 
don-Colon-Leonidas, Bellevue, Long Lake, 
Bridgeport, Montrose, Dewitt, Albion, Hast- 
ings-Charlotte, Kalamazoo Lakes, Grand 
Rapids, South Grand Rapids, Grand Rapids- 
Saugatuck-Pullman area, North Muskegon, 
Fremont, Reed City, Cadillac-McBain, and 
Manistee. 

Among the new projects proposed by the 
electric department is the installation of facili- 
ties to increase the power supply in the Saginaw, 
Hanover, Ceresco, and Jackson areas, at a 
cost of $116,000. Also contemplated are addi- 
tions and improvements at various transmission 
substations at a cost of $46,000, and the instal- 
lation of transformers, regulators, and other 
additions and improvements at distribution 
substations which will account for $51,100. 

The gas department also has started a large 
portion of its program, including the installa- 
tion of facilities to increase gas supply at the 
Mt. Pleasant, Jackson, Lansing, and Pontiac 
divisions. Additions, extensions, and improve- 
ments to existing distribution systems, includ- 
ing mains, regulators, and meters, are in prog- 
ress also. In addition, proposed improvements 
to natural gas production plants and gathering 
facilities for the Hatton, Winterfield, Cran- 
berry, and other gas fields are contemplated at 
an estimated cost of $143,000. 


Silex Appointment 


Arnos tMENT of George W. Garvin as special 
assistant to the president was announced 
recently by Frank E. Wolcott, president of The 
Silex Company. 

Mr. Garvin will assist Mr. Wolcott in the 
planning and execution of the Silex expansion 
Program which involves production and dis- 
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tribution of new products now in the various 
stages of research and testing, as well as the 
present line of Silex coffee makers, filters, and 
steam irons for home and commercial use. 


Dallas Power & Light Plans 
$3,270,000 Program 


A 270,000 expansion to increase power out- 
put of its Mountain Creek plant by about 
50 per cent has been proposed by the Dallas 
Power & Light Company, Dallas, Texas. The 
expansion involves installation of a third turbo- 
generator of 30,000 kilowatt capacity to add 
to the 31,250 and 30,000 kilowatt generating 
units already in operation at Mountain Creek. 
It is scheduled to be put into operation by 
June 1, 1949. 

The estimate of power demand is based on a 
population expectancy of 525,000 for Greater 
Dallas in 1950. In the peak-load season of 

(Continued on page 26) 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

iving a dependable grip on both con- 

Teotere: Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drill bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Cc Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, ete. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


ea Ga 

less tub- 
See ovis “dnsed ‘deeves. High conductivity 
cepper; close dimensions. 
Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


COoOnDUCTOR ee ee oe Se 
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1949, the company: said, demand is expected 
to reach 154,000 kilowatts, which is 6,000 
more than its Mountain Creek and Griffin street 
plants can now produce. 


Illinois Power Plans 
Large New Plant 


HE ILLtNors Power Company has applied 

for authority to build a $17,000,000 gen- 
erating plant near Alton to furnish electricity in 
southern Illinois. 

The plant will be on a site of about 100 acres, 
now farm land. Two or three years will be 
required for construction. 

Three 40,000 kilowatt steam turbine generat- 
ing units are planned, capable of possible pro- 
duction of about 1,000,000,000 kilowatt hours a 
year. This output would serve the area ex- 
tending from the vicinity of St. Louis to points 
beyond Hillsboro, Mount Vernon, and Sparta. 


Marmon- Herrington Company 
Elects Four New Directors 


RTHUR W. HERRINGTON, chairman of the 

board of directors of the Marmon- 
Herrington Company, Indianapolis, Indiana, 
has announced that David M. Klausmeyer, C. 
Alfred Campbell, Guy C. Dixon, and Earl J. 
Breech were elected to the board of directors 
at a recent meeting of the stockholders of that 
company. 

The election of these four men increases to 
eight the number of members on the board of 
directors of the Marmon-Herrington Company. 
Other members are Arthur W. Herrington, 
chairman, Bert Dingley, Robert C. Wallace, 
and William P. Nottingham. 

David M. Klausmeyer, who succeeded Bert 
Dingley as_ president of the Marmon- 
Herrington Company on July Ist of this year, 
is exceptionally well qualified for this important 
position. A mechanical engineer by profession, 
he has been identified with the automotive in- 
dustry all of his business life. Mr. Klausmeyer 
joined Marmon-Herrington after 22 years with 
the Chevrolet division of General Motors Cor- 
poration. 

C. Alfred Campbell has a national reputa- 
tion as an automotive sales, advertising, and 
sales promotion engineer. He joined the 
Marmon-Herrington Company in 1937 as gen- 
eral sales director, and in 1942 he was elected 
vice president of the company and placed in 
direct charge of all sales, advertising, and pub- 
lic relations. For 11 years prior to joining the 
Marmon-Herrington Company, he was with 
the Stutz Motor Car Company as sales man- 
ager and member of the board of directors. 
Previously he was with the Nordyke & Marmon 
Company, manufacturers of the Marmon auto- 
mobile. Mr. Campbell graduated from Ohio 
State University in 1920. He also attended 
Sorbonne University in Paris, France, and 
holds degrees of Bachelor of Civil Engineering 
and Bachelor of Arts. : 

Guy C. Dixon first became assotiated with 
the Marmon-Herrington Company in 1942, as 
auditor, and was appointed treasurer of the 

(Continued on page 28) 
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MAVEY LIFETIME VALVES 
SSURE PERMANENT PEAK EFFICIENCY 


LOOK AT THESE 
HUSKY PARTS 




























w'll see why Daveys built 5-10- 
5 years ago are running today 
ith their original valves . . . why 
vey is the only compressor with 
AK PERFORMANCE Lifetime 
alves. 
“A” is the top of the Davey alvu- 
inum alloy cylinder head, “B” the 
stom. “C” is the extra-capacity 
ake valve that fills cylinders fast 
1 highest operating efficiency.““D” 
the discharge valve and “‘E” the 
alve buffer. Davey owners 
idom see these parts — 
ry last... and last...and 
p on delivering full vol- 
e of air. ‘ 



































See your Davey dealer today. Ask him 
to tell you more about PEAK PERFORM- 
ANCE Lifetime Valves in Davey units 
of 60 to 315 c. f. m. capacities. 


DAVEY 


COMPRESSOR CO. 
KENT, OHIO 











Model 60 
Air Aristocrat 







P&P-105-A 
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compan — in 1945. Mr. Dixon has been 
engaged in accounting and bsuiness adminis- 
trative work throughout his entire career. 

Earl J. Breech joined the Merz Engineering 
Company, wholly-owned subsidiary of Mar- 
mon-Herrington, as treasurer and director in 
1940, and on January 1, 1945, was advanced to 
general manager of the company. Mr. Breech 
has a background of 30 years in virtually all 
phases of business administration and account- 
ing. 

Operating in a greatly expanded plant, and 
having on its books the largest volume of com- 
mercial orders in its entire history, the 
Marmon-Herrington Company is now swing- 
ing into production on its postwar products. 
These include, in addition to its world-famous 
heavy-duty all-wheel-drive trucks and all- 
wheel-drive converted Ford trucks, a unique 
front-wheel-drive delivery vehicle, known as 
the DeliVr-all, and a line of new and improved 
trolley coaches. 


$7,500,000 Construction 
Program Started 


IRGINIA Exectric & Power CoMPANY will 

start work immediately on the ‘construc- 
tion of a 60,000 kilowatt steam power plant near 
Dumfries, located on the Potomac river at the 
junction of Quantico Creek and the river ac- 
cording to an announcement by Jack G. Holtz- 
claw, president. 

About two years will be required to complete 
the project, President Holtzclaw said. It will 
represent an expenditure of about $7,500,000 
and the new plant will be almost a duplicate of 
the Chesterfield station which was completed 
during the war. 


New Substations, Highlines 
Planned by Bonneville 


pe seme oe Power Administration is plan- 
ning the immediate construction of ap- 
proximately 260 miles of high-voltage lines, 
three new substations, and substantial addi- 
tions at two existing substations in the north- 
cefitral Washington area. According to a 
Bonneville announcement, part of this work 
already is under way and the remainder is 
scheduled for starting within the next twelve 
months, 

New projects already under way or sched- 
uled for the immediate future include a 166- 
mile, 230,000-volt line from Grand Coulee to 
Snohomish, Washington; 115,000-volt lines 
from Bonneville’s Columbia substation to 
Ephrata and Moses Lake, from the Columbia 
substation to Ellensburg, and from Foster 
Creek to Brewster. A new switching station 
will be located at Brewster, and substations 
will be constructed at Ephrata and Moses 
Lake. Additional facilities also will be in- 
stalled at Bonneville’s existing substations at 
Columbia and Ellensburg. 

Total cost of the new lines and substations 
will be ~ eae eight million dollars, it 
is report 


Stacey-Dresser to Erect 
Propane-air Plant 


A” ARD of a contract from the Cincinnati Gas 
and Electric Company to handle the en- 
gineering and supervision of erection of what 
will be the fourth largest propane-air plant in 
the gas utility industry is announced by E. A, 
Flaschar, general manager of Stacey-Dresser 
Engineering, a division of Stacey Bros. Gas 
Construction Company, one of the Dresser In- 
dustries. 

According to Mr. Flaschar, other similar 
Stacey-Dresser propane-air plants now in the 
process of erection include the five largest in- 
stallations in the country and will serve the gas 
utilities in Columbus, Detroit, Toledo, Boston, 
and Binghamton, New York. 


Hartford: Gas Plans 
Expansion Program 


Hyasetrore Gas ComMPaANy has applied for 
authority to borrow $1,000,000 for a plant 
expansion program. 

The company increased its volume of sales of 
gas in the last five years by 31 per cent. This 
increased business necessitates extensive plant 
improvements. 


Rural Electrification Award by 
Thomas W. Martin Resumed 


HE Prize Awards Committee of the Edison 

Electric Institute has announced the re- 
sumption of the Thomas W. Martin Rural 
Electrification Award, which was suspended 
during the war years. 

Offered annually again by Thomas W. Mar- 
tin, president of the Alabama Power Company, 
to the electric operating company which makes 
the greatest contribution to the progress of 
rural electrification and agricultural advance- 
ment, the award, since its establishment in 1932, 
has been a coveted token of distinction in the 
rural electrification field. In that year, 1932, 
electricity was serving approximately a half 
million farms, and rural electrification was just 
emerging from the necessary pioneering stage, 
instituted and carefully developed by the busi- 
ness-managed electric companies. In the inter- 
vening fourteen years, electrified farm homes 
have passed the three million mark, nearly two 
million of them being served by the privately 
operated utilities. 

The gradual easing of wartime shortages of 
manpower and line construction materials is 
implementing the aggressive program of utili- 
ties to bring electricity to the farmer and one 
result of this should be unusually keen compe- 
tition for the award this year, according to 
H. M. Sawyer, chairman of the Prize Awards 
Committee. If all agencies concerned with 
rural pects continue with their present 
rate of growth, Mr. Sawyer said, the big job 
of connecting farmers to electric lines is ex- 
pected to be almost completed by the end 
of 1948. 

Mr. Martin, the donor of the award, has long 

(Continued on page 30) 
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HIS new full-color sound movie takes 

its audience into fifteen different in- 
lustrial plants and shows how costs are cut 
by resistance welding. It illustrates by 
nimated sketches the principles and uses 
of three types of resistance welding—spot, 
projection, and seam. It contains many 
binters for making more effective use of 
his method of joining metals, of equal 
mterest to beginners and “old-timers” in 
ts use. 


Backing up this G-E film is an 80-page 
manual for your power sales engineers that 
ill add confidence and conviction to their 
iscussion of resistance welding with cus- 
lomers. You benefit both from the oppor- 

hity to plan new installations in co- 
peration with your customers, and from 
he increased industrial prosperity which 





the diversified use of resistance welding 
will bring. 

To round out the program, G.E. supplies 
a 12-page reminder bulletin which reiter- 
ates the key points of interest for those 
who have seen the film. 


Your local G-E representative will glad- 
ly co-operate with you in making plans for 
showings of this and other MORE POWER 
TO AMERICA programs. Apparatus Depft., 
General Electric Company, Schenectady 5, 
New York. 


Fite Cooklal nose 


details on this and other MPA visual 
presentations. Summarizes all current 
programs. Gives prices and ordering 
instructions for films, manuals, and 
booklets. Tells of coming releases, 
Write for GES-3403. 





GENERAL @ ELECTRIC 
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been known throughout the utility industry for 
his intense interest in rural electrification, and 
he and his company have been pioneers in ac- 
tive efforts to bring electric service to the rural 
people of Alabama. Indicative of the rural 
electrification programs of electric companies 
throughout the country is that of Mr. Martin’s 
own company which has begun construction of 
an additional 6,500 miles of rural lines. When 
completed, these lines will make service avail- 
able to approximately 95 per cent or more of 
the farms in the company’s service area. 

Companies submitting entries for the Martin 
award will be judged on the following points : 
Agricultural progress made within the com- 
pany’s territory, due to uses of electricity; de- 
velopment of the use of electric service on 
rural lines; codperation with other agencies ; 
extension of rural lines; and organization 
erosion programs, which may or may not re- 
quire the use of electricity, but will help raise 
farming and living standards in the area. 

Details of the terms and conditions of the 
Martin award may be obtained from the Prize 
Awards Committee of the Edison Electric In- 
stitute, 420 Lexington avenue, New York 17, 
New Yor 


H. H. Walker, Inc., to Build 
56-mile Transmission Line 
A $281,760 contract to build the 56-mile Oro- 


ville to Sacramento section of a 230- 
kilovolt transmission line from Oroville to 
Tracey, California, on the Central Valley 
Reclamation project has been awarded to H. H. 
Walker, Inc., of Los Angeles, by the Bureau 
of Reclamation. 

The contract covers the construction of a 
three-phase transmission line, extending from 
Oroville terminus of the existing Shasta- 
Oroville transmission line to the county line 
between Placer and Sacramento counties, ap- 
proximately 14 miles northeast of Sacramento. 

Work under the contract includes excavation 
of 3,600 cubic yards of material and placement 
of 1,800 cubic yards of reinforced concrete for 
steel-tower footings, erection of 4,575,000 
pounds of structural steel for line towers, and 
installation of 168 lineal miles of 500,000 
circular-mil expanded type copper conductor. 


Davey Announces Production 
Of First 1947 Model 


Povuction of the first model in the 1947 
Davey line was announced recently. by Paul 
H. Davey, gg Davey Compressor Com- 
pany, Kent, Ohi 

Known as the “315-W" (gas) and 315 WD 
(diesel), the new machine produces 315 cubic 
ft. of free air per minute at 100 Ibs. pressure. 
It is available in standard skid, steel wheel 
trailer, and corr ige % -tired trailer mounting 
styles, and flanged wheel types for railroad 
work. On trailers, spring-mounting is included 
without extra cost. 

The compressor_unit Pang a radically 
new departure in Davey design. It consists of 
two banks of three cylinders, each bank being 


arranged in W form. This construction, to- 
gether with a short 4-inch piston stroke, re- 
duces compressor vibration to an absolute 
minimum, according to Mr. Davey, and results 
ina cooler-operating, more efficient machine. 

The “W” design also permits of substantial 
reductions in dimensions and weight. Gasoline- 
driven units have an over-all length of 140 in, 
while diesel machines are 12 in. longer. Height 
is 72 in. and width 65 in: for both gas and diesel 
machines. Gas units weigh 7,400 Ibs. and the 
diesel weight is 7,800 Ibs. 

Standard gas units are currently equipped 
with Hercules RXLD engines, and diesels em- 
ploy International UD-18 power plants. Other 
makes of engines will be made optional as the 
engine production situation improves. Electric 
starters are standard on diesel machines. 


A-C Awarded Contract by 
Bureau of Reclamation 


aaa. electrical equipment for the 
Sterling and Holyoke substations on the 
Bureau of Reclamation’s Colorado-Big Thomp- 
son project in Colorado, will be ordered under 
a $81,409 contract awarded to the Allis- 
Chalmers Manufacturing Company of Mil- 
waukee, by the Bureau of Reclamation. 

The contract calls for furnishing and de- 
livering one 6,000-kva. power transformer, six 
833-kva. power transformers, two 10-kva. dis- 
tribution transformers, three single-pole light- 
ning arrestors, and two 300-kva. automatic step- 
voltage regulators. All of the equipment is to 
be of the outdoor type. Spare parts will be 
supplied for an additional amount of $1,018. 


$1,250,000 Expansion 
Program Proposed 


A* 250,000 expansion program, designed to 
include transmission and distribution sys- 
tems into seven northwest Arkansas towns, has 
been proposed by the Arkansas Western Gas 
Company, according to an announcement by 
President L. L. Baxter. 

Cities to be served would be: Prairie Grove, 
Huntsville, Greenland, Berryville, Eureka 
Springs, Harrison, and Green Forrest. 


To Erect $190,000 Building 


HE Paciric TELEPHONE AND TELEGRAPH 
ComPaANy plans to start construction soon 
of a new building in Centralia, Washington, 
The structure will cost $190,000 and will 
contain all departments, including the business 
offices. 
Main purpose of the new building, D. D. 
Miller, local manager said, is to permit in- 
stallation of dial phones in Centralia. 


Fullerton Joins A-C 


A. FuLverton, for 20 years with the De- 

¢ troit Edison Company, has, joined the 

central station and marine sales and engineer- 

ing department of the Allis-Chalmers Mfg. 

Company, Milwaukee, Wisconsin, according 
(Continued on page 32) 
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ne, help increase 
*Take-Home Savings” 


The Treasury Department has published two new 
booklets to help you and your employees realize 
‘the utmost benefit from your Payroll Savings Plan. 

“Peacetime Payroll Savings Plan”’ for key execu- 
tives offers helpful suggestions on the conduct 
of the Payroll Savings Plan. 

“This Time It’s For You” is for distribution to em- 
ployees. It explains graphically how this conven- 
ient, easy thrift habit works. It suggests goals 
to save for and how much to set aside regularly 
in order to attain their objectives. 

If you have not received these two booklets, or 
desire additional quantities, communicate with 
your State Director of the Treasury Department's 
Savings Bond Division. 


The Treasury Department acknowledges with appreciation the publication of this message by 
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This is an official U. S. Treasury advertisement prepared under the auspices 
a W the Sasery Department and Advertising Council 
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to an announcement by C. C. Jordan, manager 
of the department. 

In his new position, Mr. Fullerton will serve 
both the Allis-Chalmers product departments 
and district offices in promoting and co6érdinat- 
ing activities on all government power and 
reclamation projects. 


Awarded Westinghouse 
Order of Merit 


HE “Order of Merit,” highest award 

granted to employees of the Westinghouse 
Electric Corporation for outstanding contribu- 
tions to the electrical industry, has been con- 
ferred upon R. J. Weber, manager of the com- 
pany’s central station and transportation sales 
divisions, Pittsburgh, Pennslyvania. 

Directors of the company voted to present 
Mr. Weber with a plaque inscribed with a silver 
“W” and with a scroll stating the award was 
made in recognition of “his tireless effort in 
the sale and application of all types of West- 
inghouse products; for his aptitude in promot- 
ing public relations for the company; for the 
enthusiasm which he imparts effectively to 
others; and for the inspiring work which he 
has done for Westinghouse within public utility 
industry channels.” 


Lake Superior District Power 
Plans $226,800 Program 


A $226,800 construction expenditure is being 
planned by Lake Superior District Power 
Company. Major projects in the program will 
be the installation of substation and transmis- 
sion and distribution equipment and rural ex- 
tensions at Ironwood. Purchase of automotive 
equipment is also contemplated. 


Catalog Available 


ENERAL CERAMICS AND STEATITE CORPORA- 

TION, Keasbey, New Jersey, announces the 
publication, of catalog 2,000 entitled “Steatite 
Insulators.” Copies may be obtained from the 
manufacturer. 


To Expand Facilities 


ANGELY Power & LicgHt CoMPANY has been 

granted authority to construct transmis- 

sion facilities in the area surrounding the north- 
west Colorado oil field. 


Opens Philadelphia Office 


TT! opening of a new Philadelphia office 
of The General Detroit Corporation and 
The General Pacific Corporation is announced 
wy. E. A. Warren, vice-president in charge of 
sales. 

Elmer A. Marquardt has been appointed 
zone sales manager in charge of the office 
which is located at 1427 North Broad street. 

The opening of the Philadelphia branch of- 
fice is in line with a general policy of expansion 
of the corporation’s sales activities on fire ex- 
tinguishers, motorized fire apparatus, and allied 
equipment. Other branch offices are maintained 


in New York, Chicago, Dallas, Boston, Atlanta, 
Houston, Tulsa, St. Louis, Milwaukee, and 
Cleveland, as well as the home office in be 
troit. The General Pacific Corporation serves 
the west coast with offices in Los Angeles, San 
Francisco, and Seattle. 


Construction Loans Announced 


Cie loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity — recently 
were made to the following enterprises by the 
Rural Electrification Administration: 

Central Florida Electric Codperative, Inc, 


*Chiefland, Fla., $50,000. 


Little Ocmulgee Electric 9 creme Cor- 
poration, Alamo, Ga., $50,000 

Jay County Rural Electric Membership Cor- 
poration, Portland, Ind., $70,000. 

Calhoun County Electric Codperative Asso- 
ciation, Rockwell City, Iowa, $24,000. 

Beltrami Electric Codperative, Inc., Bemidji, 
Minn., $225, 

Yazoo Valley Electric Power Association, 
Yazoo City, Miss., $580,000 

Morrow Rural Electric Codperative, Inc., 
Mount Gilead, Ohio, $105,000. 

Chickasaw Electric Codperative, Inc., Somer- 
ville, Tenn., $475,000. 

O and A Electric Coéperative, Newaygo, 
Mich., $125,000. 

Douglas County Codperative Light and 
Power Association, Alexandria, Minn., $575,- 


P. K. M. Electric Coédperative, Inc., Warren, 
Minn., $400, 

Missouri Rural Electric ac ueaae Asso- 
ciation, Palmyra, Mo., $78,000. 

Osage Valley Electric Codperative Associa- 
tion, Butler, Mo., $140,000. 

Rosebud Electric Association, Inc., Burke, S. 
D., a new cooperative, 

Ozarks Rural Electric Cooperative Corpora- 
tion, Fayetteville, Ark., $545,000 

Lee County Electric Codperative, Incor- 
porated, Fort Myers, Fla., $50,000. 

Troup County Electric ne Cor- 
poration, La Grange, Ga., $50,000. 

Presque Isle Electric Codperative Associa- 
tion, Onaway, Mich., $12, 

Northern Electric Codperative Association, 
Virginia, Minn., $585,000. 

Red Lake Electric erate Inc., Red 
Lake Falls, Minn., $415,000. 

Wild Rice Electric Codperative, Inc., Mah- 
nomen, Minn., $480, 

Scott-New Madri- Mississippi 
Association, Sikeston, Mo., $300, 

Sun River Electric Coéperative, Inc., 
field, Mont., $625. 

Burt County eral Public Power District, 
Tekamah, Neb., $226,000. 

Twin Valleys Electric Membership Associa- 
tion, Cambridge, Neb., $438,000. 

Cat Rock Electric Cooperative, Inc., Stanton, 
Tex., $80,000 

Concho Valley Electric Codperative, Inc., San 
Angelo, Tex., 

imble Electric ’ Codperative, Inc., Junction 

City, Tex., $300,000 


Codperative 
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Mention the FortNIGHTLY—It identifies your inquiry 











Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, account nts, rate experts, consultants, and 
others equipped to serve utilities in all-matters relating to rate questions, appraisals, 
valuations, special reports, investigations, d sign, and construction. > » » 





Tue American Appraisat Company 
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for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
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ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79h STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


$2 Ford, Bacon & Mavis 
BaD VALUATIONS Engineers CONSTRUCTION 


REPORTS 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


SPECIALISTS 








Seam, Eleonic, Gas, Hydro, POWER ENGINEERING SINCE 1906 purchasing and Expediting, 

Mab- ign ceastrection, ; aes ‘ 
Desens and Construction, Serging Usilities and Industrials Personnel Relations 
‘ perating Betterments, ° 
rative Inspections and Surveys, Reading ° Philadelphia Original Cost Accounting, 
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strict, 


FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 
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consruccin He A. KULJIAN & COMPANY vier 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 














LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 





Valuations, investigation reports, design and supervision of tructi 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Publie Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST.. CHICAGO (4), TLL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago New York San Francisco 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, iil. 
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The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineerin 


80 BROAD STREET 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 


im connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
SETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


1) PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION. 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 
Consulting Engineer 


Hyprautic Strucrures — Uriimies 
Fioop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public ow Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


A. S. SCHULMAN ELgEctric Co. 
Contractors 


TRANSMISSION LiNngES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn St. Cricaco 








W. C. GILMAN & COMPANY 
ENGINEERS 


and 


FINANCIAL CONSULTANTS 
55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 














JacKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUST RIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION — I NVESTIGATION — REPorTS 
Market AND MANAGEMENT SURVEYS 
VaLuATION, DeprECcIATION AND Rate 
MAtTTEeRs 


261 Broadway New York 7, N. Y. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 4 ‘ 
ence. Their products and services cover a wide range of utility needs. 


os 


Albright & Friel, Inc., Engineers 
American Appraisal Company, Th 


Babcock & Wilcox Company, 

*Baldwin Locomotive Works, The 

Barber Gas Burner Company, 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 

*Blaw-Knox Division of Blaw-Knox Company .... 


c 


Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The .. 

Combustion Engineering Company, Inc. 

Crescent Insulated Wire & Cable Co., Inc. 

*Cummins Business Machines Division of A. S. C. 
nm 


Davey Compressor Company 

*Davey Tree Expert Company, The 

Day & Zimmermann, Inc., Engineers 

Dodge Division of Chrysler Corp. .Qutside Back Cover 


Electric Storage Battery Company, The 
Electrical Testing Laboratories, Inc. 


Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 


General Electric Company 

*General Motors Truck & Coach Division 

Gilbert Associates, Inc., Engineers 

*Gilbert Associates, iInc., Industrial Relations 
Department 


Gilman, W. C., & Company, Engineers 
Grinnell Company, Inc. 


Harris, Frederic R., Inc., 


international Harvester Company, inc. 
Professional Directory 
*Fortnightly advertisers not in this issue. 


Jackson & Moreland, 
Jonsen, Bowen & Farrell, 


Kinnear Manufacturing Company, The 
Kuljian, H. A., & Company, 





L 


Leffler, William S., Engineers 
Loeb and Eames, Engineers 
Lucas & Luick, Engineers 


*Main, Chas. T. Inc., Engincers 
Manning, J. H., & Company, 
*termen-+Hersiagion Co., Inc. 
*McCormick & Baxter Creosoting Co. 
Mercoid Corporation, The 





N 
Newport News Shipbuilding & 


Penn-Union Electric Corp. 


Public Utility Engineering & Service Corporati xu 
@ ' 


& ; 
Recording & Statistical Corp. ..inside Back Cove 
Regester, Robert T., Consulting Engineer 
Remington Rand Inc. ' 


Ridge Tool Company, 
*Ripley Company, The | 


Sanderson & Porter, Engineers 

Sangamo Electric Company ........+++++++5 ae 
Sergent & Lundy, Engineers 

Schulman, A. S., Electric Co., Contractors .... 
Sloan, Cook & Lowe, Consulting Engineers ...- ' 
*Stone & Webster Engineering Corp. .......- ae 


























BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 








THE ONE-STEP METHOD 


Me 


- 

















'e but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. | 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
afew days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Boston Chicago Detroit Moatreal Toronto 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


PUBLIC UTILITIES PREFER © 


DODGE, $6-Reved PICK-UPS 


Many public utilities will tell you they 
prefer Dodge J/ob-Rated trucks because: 

l. . . J of the greater efficiency and 
economy of a truck engineered and built 
to fit the job. 

2. ... of the intelligent, courteous and 
dependable service they get from the 
widespread Dodge dealer. organization. 


DODGE_DIVISION OF 
CHRYSLER CORPORATION 


3... . of the ready and universal 
availability of factory-engineered Dodge 
truck parts, 


NOW’S the time to talk to your Dodge 
dealer about the proved advantages of a 
truck built with exactly the right unit— 
from engine to rear axle—to fit your 
job—the right Dodge Job-Rated truck! 






pepepaicy— 
Job Rated 
TRUCKS 








SEE YOUR DODGE DEALER...NOW! 
Let your dealer help you choose the right — 


Dodge Job-Rated truck to handle your haul- 
ing job betfer, longer . . . and at low cos?! 








